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Mr. Wuirren. The committee will come to order. 

Mr. Secretary, this makes the fourth year that you have appeared 
before our subcommittee to present your program for American 
agriculture, together with your justification for funds which you 
recommend for the operation of the Department. 


COMPARISON OF FARM PRICES AND COSTS IN 1952 AND 1955 


At the time you first appeared before this committee as Secretary 
of Agriculture, February 1953, you indicated that farm prices and in- 
come were on the way up because of the confidence the American 
farmers had in President Eisenhower and your farm views. I told 
you then that, in my opinion, flexible parity meant lower prices and 
would seriously hurt the American farmer. Subsequent events, un- 
fortunately, seem to indicate that I was right, for today the com- 
parison is as follows: 

NET FARM INCOME 
Billion 
1952__ soit 


1955 (estimate ) 
I aise dll tc Died ils pacing init Mladanniaidpenpdadiianenditiinianrs ‘a 
I have reviewed the tables of farm prices you placed in the record 
at that time, February 1953. In the meantime you have had the law 
(1407) 
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changed to your flexible parity. The prices then and now compare as 
follows: 


COMMODITY PRICES 


December January 
1956 





Ur NE es iceman sacsmsmn i 2. 12 $1. 95 
Corn, per bushel ae of 1.16 
Cotton, per pound 3: 231 


A comparison of the index value of prices received by farmers shows 
that it was higher in December 1952, when you took over, than it is 
today, after 3 years of your tenure. It is as follows: 


INDEX VALUE OF PRICES 


Reduction (17 percent) 


Farm prices averaged about 96 percent of parity in December 1952 
as compared to 80 percent in December 1955. During this period the 
farmers’ share of the national income has decreased from around 7 
percent to about 5 percent. In other words, farm income has dropped 
about 24 percent in the past 3 years, w hereas the income of the rest of 
the Nation has increased some 14 percent during the same period. 

PERCENT OF PARITY 
Percent 
NN iba escineateaissesnnceenseaios cecarik apie tbetgitopeae eden a onasinibbeltiapiaicielaiemmnniiiliaainle 96 
RO I isis ass cnc pig tenner hereecigs pent ataneiie ahionieegecmnnpe tnd a ean 80 


FARMERS’ SHARE OF NATIONAL INCOME 


Farm income dropped 24 percent in the past 3 years. 
Other income increased 14 percent in the past 3 years. 


COMPARISON OF FARM DEBT AND INVESTMENT STATISTICS, 1953-56 


At the time of your appearance the total farm mortgage indebted- 
ness was $7.1 billion. Figures received earlier in these hearings indi- 

cate that this indebtedness reached a total of $9 billion in January 
1956, an increase of nearly $2 billion. During this same period total 
farm investment has remained virtually the same—$166 billion in 
January 1953, as compared with $167.6 billion in January 1956. 


FARM DEBT 
Billion 
January 
January 
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FARM INVESTMENT 
Billion 
January 1953 $166. 0 
January 1956 167. 6 


Increase 
COMPARISON OF ACRES IN PRODUCTION IN 1952 AND 1955 


The 355 million acres on which crops were planted in this country 
in 1955 is about 2 percent less than 1952 acreage. For certain com- 
modities there have been large reductions in acreage allotments in 
past few years. For example, cotton acreage in cultivation as of 
July 1, 1952, was 27.1 million and dropped to 17.5 million acres as of 
July 1, 1955, a reduction of over 35 percent. During this same period, 
corn acreage dropped from 82.4 million to 81.6 million. Wheat acre- 
age likewise dropped from 78.3 million to 58.3 million, a decrease of 
over 25 percent. 

ACREAGE 


July 1952 July 1955 


Million Million 
Cotton Seabee ganuilece — 27.1 117.5 
Corn cnietdewikGs Ratan in avi le SARI role Geese oer deineinid acs eaciag 82. 81.6 
W heat Sede aaah aaa eee Gee nad aden enema exieemuieiee 78. ¢ 258.3 


135 percent. 
225 percent. 


COMPARISON OF CCC INVENTORIES FOR 1952 AND 1955 


In reviewing the various developments in our agricultural situation 
during your 3 years of service as Secretary, we should take a look at 
the number and value of commodities in the hands of the Commodity 
Credit Corporation. As of December 31, 1952, when you took over 
control of the Department, CCC inventories totaled a little over $1 
billion. As of December 31, 1955, these holdings had increased to over 
S6 billion. 

As to specific commodities, the record is as follows: 


[Million dollars] 


| Dec. 31, 1952] Dee. 31, 1955 


Corn 4 $447. $1, 300.0 
Cotton, upland i ‘ , | 32. £ 1, 437.0 
Rice , . ‘ ‘ _ sii ; me 175.9 
W heat . : : ’ i 35% 

Dairy products 

Nonbasies 


You will recall that for 3 years I have pointed out that you had 
authority to sell these commodities in world trade through normal 
channels for dollars. Until 1954 you would not offer any commodities 
for sale. Finally, in 1954 the Department offered 137 million pounds 
of peanuts, 369 million pounds of cottonseed oil, 70 million pounds of 
linseed oil, 9 million pounds of flaxseed, and small quantities of several 
other commodities, and you sold them for dollars for $92,914,102. In 
1955 you finally added limited amounts of butter, dried milk, whey, 
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corn, a wheat, barley, grain sorghums, oats, rye, and soybeans, and 
sold them for dollars. 

During this period you refused to offer cotton in world trade for 
dollars at competitive prices, resulting in the biggest holdings of 
cotton ever held off the market by any country in history, reaching the 
total of 8 million bales. 

Only on January 1, 1956, would you offer any cotton. Then you 

said you would offer only 1 million b: ales of the shortest stable, 7/-inch. 

I am pleased to note your experience apparently proves the soundness 
of my views, for in the month of January 1956, you sold 600,000 of 
the total 1 million bales you announced you would sell in the ‘next 6 
months. On the 28th day of February, in 59 days, you had sold the 
last bale of the million offered. 

During this 3 years you held United States commodities, with the 
exc eptions mentioned, thousands of farm families were put off the 
farms and out of homes, 55,000 by your cotton acreage reductions in 
1955 alone. Foreign acreage increased as fast as our farmers were 
cut back. 

While you held our commodities off world markets by refusing to 
sell competitively, and cut our farmers’ acreage, foreign production 
under your convenient price umbrella increased as follows : 


INCREASED FOREIGN AGRICULTURAL PRODUCTION 


During the 4-year period ending with the crop year 1954-55, foreign 
countries increased production of all the basic commodities—cotton, 
wheat, corn, rice, tobacco, and peanuts—over 1950-51 levels. 

Based on the most recent information available for the crop year 
1954-55, the increases were approximately as follows: Cotton, 5.1 
million bales, 28 percent; wheat, 329 million bushels, 6 percent; corn, 
403 million bushels, 19 percent; rice, 29 billion pounds, 13 percent; 
tobacco, 457 million pounds, 9 percent; and peanuts, 1,360,000 tons, 
14 percent. These increases are substantial. The increase of 28 per- 
cent in cotton production is particularly significant when it is realized 
that United States production declined 16 percent from almost 16.5 
million bales in 1953-54 to an estimated 13.9 million bales in 1955-56. 

While it is impossible at this time to forecast the world’s 1955-56 
crops, such information as is available indicates a further substantial 
increase over 1954-55 on at least two of the major basic commodities, 
cotton and wheat, possibly as much as 1.5 million bales on cotton (6 
percent) and 440 million bushels on wheat (7 percent). 

Land devoted to production of these two commodities in 1955-56 is 
expected to be substantially more than in 1954-55 by nearly 2 million 
acres on cotton and 15 million acres on wheat. This is in addition to 
an increase in 1954-55 over 1950-51 levels of almost 10 million acres 
on cotton and 46 million acres on wheat. 

Other increases are as follows: Corn, foreign production up 403,- 
500,000 bushels. 

Dairy products, foreign countries up 740 million pounds for cheese 
and 66 million pounds for dried milk. 

In 1954 United States exports of cheese dropped from 47.5 million 
pounds to 5.4 million pounds. 

United States-produced canned milk dropped out and the Nether- 
lands increased exports 125 million pounds above 1950. 
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COMPARATIVE PERSONNEL STATISTICS FOR THE DEPARTMENT OF AGRICUL- 
TURE, 1953 AND 1957 


In February 1953 you inherited a Department with about 60,000 
employees, leading to a public announcement over your signature that 
the Department of Agriculture was a big, overgrown, sprawling bu- 
reaucracy of 20 agencies and bureaus. The press described it as 
follows: 

The United States Department of Agriculture, largest of the Nation’s civilian 
agencies, swollen to a huge bureaucracy of 20 agencies and bureaus in the last 
20 years. 

Later it developed that this was released in your name by your as- 
sistant, a Mr. Davis, formerly with the Cleveland Plain Dealer, a 
newspaper which had fought the farm programs for years. Mr. Sec- 
retary, you seem to be still having trouble with people signing your 
name. 

At the time you took over there was an Under Secretary and one 
Assistant Secretary in the immediate Office of the Secretary. In the 
1957 budget you have an Under Secretary, three Asistant Secretaries, 
and four other top assistants in your office. 

Now let us compare the figures under your present budget with 1953: 


1953 1957 


? | 
TE Raines <4 asincinn sa tdannbdcsakedemesds buses Acchidansaabenen~ weal iidhnd 63, 928 | 70, 312 
I EES occ Sch hele bleak bes beceeesnwines “ - iene 2 as id 2} g 


Further, let us compare your present budget figures for various 
programs with the so-called Truman budget of 1954 and your subse- 
quent revision of that year. 


COMPARISON OF BUDGETS DURING PERIOD 1954-57 


TOTAL REGULAR ACTIVITIES 


Perrier te NORRIS Ses tte te rer gee TREE aD ae $689, 000, 000 
Benson budget, 1954 639, 000, 000 
Republican budget, 1957 753, 000, 000 


SOIL-CONSERVATION OPERATIONS 


Democratie budget, 1954 63, 725, 572 
Administration budget, 1954 56, 091, 136 
Approved by Congress, 1954 57, 395, 150 
Administration budget, 1955 53, 493, 631 
PEE, CR OE BOND oo crise on cccasts teen iaianer mm nina tensa ais eiase 57, 681, 302 
Administration budget, 1956 59, 588, 945 
Approved by Congress, 1956 63, 042, 745 
Administration budget, 1957 65, 215, 000 


SCHOOL-LUNCH PROGRAM 


Democratic budget, 1954 83, 236, 197 
Republican administration budget, 1954 74, 871, 197 
Approved by Congress, 1954 83, 236, 197 
Administration budget, 1955 67, 999, 245 
Approved by Congress, 1955 83, 235, 442 
Administration budget, 1956 67, 999, 015 
Approved by Congress, 1956 83, 235, 212 
Administration budget, 1957 83, 236, 000 
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REA ADMINISTRATIVE EXPENSES 


Democratic budget, 1954 

Administration budget, 1954 
Approved by Congress, 1954 
Administration budget, 1955 
Approved by Congress, 1955 
Administration budget, 1956 
Approved by Congress, 1956 
Administration budget, 1957 
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FHA ADMINISTRATIVE EXPENSES 


Democratic budget, 1954 28, 527, 225 
Administration budget, 1954 26, 727, 225 
Approved by Congress, 1954 26, 727, 225 
Administration budget, 1955 22, 239, 980 
Approved by Congress, 1955 2% 3. 539, 980 
Administration budget, 1956 26, 809, 480 
Approved by Congress, 1956 26, 309, 480 
Administration budget, 19! 26, 405, 000 


1 Includes $850,000 for rural development program in supplemental bill, 1956. 
2 Includes $350,000 in 1956 supplemental bill. 


ACP ADVANCE AUTHORIZATION 


Democratic budget, 1954___~ : 250, 000, 000 
Administration budget, 1954 140, 000, 000 
Authorizatin by Congress, 1954__-_ na 195, 000,000 
Administration budget, 1955_- * 250, 000, 000 
Authorization by Congress, 1955 250, 000, 000 
Administration budget, 1956_____- ee dee 175, 000, 000 
Authorization by Congress, 1956 250, 000, 000 
Administration budget, 1957 250, 000, 000 

Nore.—In addition, Agricultural Act of 1954 authorized $15 million advance from CCC 


for 1955 and 1956. 
8 $55 million earmarked for diverted acres. 


TUBERCULOSIS AND BRUCELLOSIS 


Democratic budget, 1954___ he ee 3 6, 149, 030 
Administration budget, 1954 / 5, 609, 530 
Appropriation by Congress, 1954_____ : , “ 5, 609, 530 
Administration budget, 1955___- 4, 960, 482 
Appropriation by Congress, 1955__--~-- 5, 833, 982 
Administration budget, 1956 , 850, 000 
Appropriation by Congress, 5, 850, 400 
Administration budget, 1957_- s, 041, 200 


INSECT-CONTROL PROGRAMS 


- 
- 


, 600, 000 
, 923, 000 
, 487, 000 
, 301, 000 
, 295, 367 


Democratic budget, 1954_____- 
Administration budget, 1954__ 
Appropriation by Congress, 1954 
Administration budget, 1955 
Appropriation by Congress, 1955 
Administration budget, 1956 915, 900 
Appropriation by Congress, 1956 590, 700 
Administration budget, 1957___- 5, 590, 700 


tb 


- 
- 


- 
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I hope this greatly expanded budget for 1957 is not because of the 
election this year but because you have had a change of heart. 


REPORT ON 1956 APPROPRIATION BILL 


Mr. Secretary, last year this committee pointed out that you had 
unlimited authority to sell CCC farm commodities in world trade 
at any competitive price essential to move them. 
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We pointed out then that this $10 billion corporation had no sales 
manager or sales organization. 

We pointed out that you had insufficient information on expanded 
foreign production and on what foreign countries were doing to export 
their commodities. 

We pointed out that your information as to where the money was 
going between the farmer and the consumer was entirely inadequate. 

Our committee set up funds separately for these purposes. You 
said in the press .our report was politics, yet the House passed our 
bill without comment. 

You sent to the Senate and had these provisions stricken from the 
bill. 

We went to conference with the Senate and such provisions were 
put back in the bill and all conferees signed the report, House Mem- 
bers and Senators, Republicans and Democrats. 

In recent months I note where the Department and even President 
Eisenhower are proud of what you are doing under these provisions. 

Now, Mr. Secretary, I know some people who hold you personally 
responsible for all of the present conditions. That is too much, but 
I have recalled these various conditions and pointed out these com- 
parisons in order that you might give special attention to them in 
your testimony before this committee. 

This matter is bigger than one man, but in view of this wide differ- 
ence between the picture as you painted it in 1958, and the condition 
of the farmers, and what has happened since then, I thought it well 
to present these matters here. 1 have presented the side that I see, 
I think you are certainly entitled to present the side as you see it. 


GENERAL STATEMENT OF THE SECRETARY 


Secretary Benson. Thank you, Mr. Chairman. I would, first, like 
to present my general statement. 

It covers a number of these points. Those not covered we will be 
glad to refer to later. 

At the outset, let me express my appreciation for this opportunity 
to meet with your committee before you complete the hearings on 
the Department’s budget for 1957. 

You have already reviewed the Department of Agriculture budget, 
and have discussed the programs with our Assistant Secretaries and 
agency heads. Therefore, you know that we are requesting in- 
creases in many of our appropriation items and that some of these 
increases are substantial. The increases in annual appropriations 
carried in this bill for “regular activities” total $55 million. Ap- 
proximately $18.5 million of this increase is mandatory in character. 
In addition, we are most gratified, as I believe you are, that within 
the framework of a balanced budget it has been possible to recommend 
funds for expanding such important activities as research and educa- 
tion, plant and animal disease and pest control, marketing services, 
and technical assistance in soil conservation and watershed protection. 
The budget estimates have received careful and painstaking attention, 
and have the wholehearted support of the President and the Depart- 
ment. 

We are keenly aware of the great responsibility which this commit- 
tee, and the Ccngress as a whole, bears in review ing our programs and 
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budgets and in making the decisions reflected in appropriation bills. 
Members of my staff have told me of the thorough hearings this com- 
mittee has been conducting, and I wish to commend and thank you 
for your careful consideration of the problems of agriculture. 


PRODUCTION AND SUPPLY 


Since I last appeared before you to discuss the Department appro- 
priations, the farmers of America have had one of their most pro- 
ductive crop seasons. There were drought and hurricanes over our 
Nation but despite numerous instances of local or sectional reverses, 
high yields per acre for most crops featured the crop outcome of 1955. 
In addition, both the production of livestock and total farm output 
reached record highs. 

Sales and other disposal programs—and let me assure you they 
were pushed aggressively—could not simultaneously cope with current 
production and materially reduce our stockpiles. Roughly, it was a 
case of disposing of one surplus unit and acquiring a unit and a half. 

Mr. Wuirren. Mr. Secretary, I dislike interrupting you in the 
middle of your statement, but this is going to take a lot of time. 
We certainly want it, but with a long st: atement like this without any 
comment as we go along, it makes the discussion hard to fit back into 
the picture. 

Have you indicated in your presentation what part of these com- 
modities have been offered for sale? 

I notice in your statement you state you have been pushing this 
sales program. 

Secretary Benson. Yes; we cover some of the details in my state- 
ment. 

Mr. Wuirren. I would have to take strong exception to that because 
vou have offered only 1 million bales of cotton this year. ‘You sold 
it right off. Then you waited for 2 months before you would offer 
any more and at the present time the cotton that you are offering 

Secretary Benson. We go into some detail on that, Mr. Chairman. 

Mr. Wnuirren. The cotton which you are offering is delayed for 
delivery until August 1st. 

Secretary Benson. Further on in the statement we cover the various 
commodities that we are offering. 

Mr. Wuirren. Well, you may proceed. 

Secretary Benson. We carried over more than a billion bushels of 
old wheat last July 1—before the 1955 crop came in. We had over 11 
million bales of cotton on hand before the last big crop was harvested. 

The carryover of w hes at was more than enough to meet a whole year’s 
demand for both dom and the carry- 
over is expected to be even a ‘little labiews this summer. The 1955 
cotton carryover was nearly enough for a full year’s needs—and it is 
now expected to increase to around 14 million bales by next August 1. 

From the point of view of Government program oper: ations, these 
surpluses have had a very serious impact. Present holdings of the 
Commodity Credit Corporation are a good measuring stick. They 
show the extent to which the Government has had to provide an outlet 
for crops for which there was no effective market at prevailing prices. 

The impact of the surpluses can be measured in another way. De- 
partment economists estimate that the surpluses and surplus produc- 
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tion reduced farm income by staggering sums—estimated at hundreds 
of millions of dollars in 1955. Without these surpluses net farm 
income last year might have been 20 percent higher, and the parity 
ratio might have been six or seven points higher, or about 90 percent. 

A start toward getting control over the surpluses was provided in the 
Agricultural Act of 1954, though the fixed 90 percent price system 
remained in effect until the 1955 crop was harvested. In 1954 it was 
the intention of the Congress to gear agricultural production incen- 
tives to potential markets and at the same time to expand marketings, 
thereby giving promise to our farm people of a stable and dependable 
future once the burden of surpluses was removed from the farm 
economy. 

At this time, it might be well to take a look at the present CCC 
situation. 

As of February 29, the date of the last complete fiscal report, CC C 
had $8.9 billion invested in inventory and loans. Approximately $5.7 
hillion of this represented cost of inventory items—already taken over 
and owned outright by the Corporation. The other $3.2 billion was 
udvanced nonrecourse price support loans. 

As of February 29, more than an additional $2.6 billion of CCC 
horrowing | authority was tied up in net realized losses not yet reim- 
bursed, receivables under Public Law 480, other accounts receivable, 
storage facilities, and similar commitments. This, combined with 
the investment in price support loans and inventories, brought the 
total of CCC borrowing power in use to $11.5 billion. 

Heavy loan operations, partly a consequence of the big cotton and 
corn crops, Will make necessary a further increase in the CCC borrow- 
ing power during this session. 


SALES RESULTS 


As I stated earlier, these accumulations have occurred despite 
vigorous sales efforts. Surplus disposals by the os have risen 
from just over half a billion dollars in the fiscal year 1953 to more 
than $1.4 billion in fiscal 1954, and to more than $2.1 billion in fiscal 
iMDD5. 

Mr. Wuirren. Mr. Secretary, will it be presented as to what part 
of this surplus disposal represents sales, and what part of it is “give- 
away ?” 

Secretary Benson. Yes; we will have those details, Mr. Chairman. 

Since last July we have disposed of an additional $1.54 billion worth 
of commodities, bringing the overall total to over $5.5 billion in the 
b%4-year period. As indicated in the budget, we have estimated that 
disposals for the entire fiscal year 1956 will total $2.6 billion. 

With respect to the $1.54 billion worth of price support commodities 
disposed of since last July, $476 million was recovered through do- 
mestic and export sales for dollars; $180 million represents the value 
of strategic materials received through barter; $69 million was re- 
covered from sales to other programs, including ICA ($17 million), 
and section 32 ($46 million) ; $240 million is reimbursable from sub- 
sequent sales of foreign currencies for dollars, and appropriations for 
Public Law 480; ae 50 million represents direct donations from CCC 
inventories ; and $ 324 million represents loss on sales. 
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In accomplishing these dispositions all possible outlets are explored. 
We work closely with other Government agencies. Particularly good 
use is made of the foreign market information which the agricultural 
attachés have been able to supply. We have furnished information 
promptly to the agricultural attachés on export programs as they 
were being developed on all resulting sales. We have solicited their 
reaction to proposed programs and their judgment of the effect of 
sales as they were made. We are expanding world knowledge of our 
products through increased participation in international expositions. 

With the exception of turpentine, of which we have only a 2-month 
supply and which may be needed domestically, all items in CCC in- 
ventory are currently being offered for sale at prices competitive in 
the world market. 

Mr. Wurrten. At that point, Mr. Secretary, when you say that they 
are being offered, you mean very limited quantities are being offered. 
You do not mean to indicate that the billion dollars’ worth of hold- 
ings are being offered in the world market ? 

Secretary Benson. We do not propose to dump them on the market. 

Mr. Wuirren. For your statement to be in its proper context you 
would have to say that some limited quantity of each of these are being 
offered as in the case of cotton. 

While you are finally offering some cotton, it was announced about 
a week ago you were refusing to deliver it until after August 1. 

Secretary Benson. We can go into the breakdown of that a little 
later in the statement, Mr. Chairman. 

We have recently announced a credit program for export sales. 
Under this program CCC will in effect extend credit to United States 
exporters who will pass on liberalized credit to foreign buyers. QObli- 
gation to CCC will be guaranteed by United States banks. We expect 
all of these activities to result in increased disposal of our surpluses 
although with the single exception of cotton, exports of all major 
United States commodity groups are at a relatively high level. Total 
exports have increased by 16 percent in the past 2 years. In 1955, our 
agricultural exports—stimulated by the special programs which are 
in effect—were more than 60 percent higher than those of the immedi- 
ate prewar period, 1936-40. They were 22 percent above the average 
of the previous 30 years. 


CURRENT FARM PRICES 


During the last 4 months there has been an upturn in the level of 
prices received by farmers. The index rose 4 percent from December 
to April. The increase of about 1 percent from March to April was 
largely the result of increases in prices received for hogs, corn, and 
soybeans. The parity ratio, which stood at 80 in December is now 
at 82. This improvement is in large part a recovery from the impact 
of very heavy supplies at the time of the 1955 harvest. 


HOG AND CATTLE SITUATION 


Slaughter of hogs next fall is expected to be 5 percent under the 
volume which swamped markets last fall and winter. However, 
there may be as many if not more cattle. 
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The cattle and hog production cycles reached their peak simul- 
taneously last year, causing unprecedented complications in the form 
of glutted terminals and depressed prices. Hog prices began to 
strengthen after the marketing crest subsided. 

Meat production last year reached a record high of nearly 27 billion 
pounds. Largely because of high employment there was near-record 
per capita consumption of meat. The Department’s diversion of pork, 
lard, and hamburger into school lunch, welfare, and other channels 
helped reduce the impact of this huge supply on market prices. 

Through the end of March, by which time prices had begun to firm, 
the Department had purchased 197,572,900 pounds of canned and 
frozen pork and lard at a total estimated cost of $102.5 million out of 
section 32 funds. Another $4 million in section 6 funds was used in 
the purchase of 12,200,000 pounds of frozen hamburger for diversion 
to the school lunch program. Much of the diverted pork supply also 
went into school lunches and to welfare agencies. 

Additional outlets for our large supply of beef were created by our 
agreements with Israel and Chile for the sale of 53 million pounds 
of beef, for their currencies. 


DISTRIBUTION OF SURPLUS COMMODITIES 


Distribution of surplus foods has increased sharply. During the 
first three quarters of the current fiscal year, from July through March, 
the distribution of surplus foods totaled 1.4 billion pounds. This was 
two-thirds above the volume distributed in the same period last year. 

In December of last year I announced that wheat, corn, rice, and 
dry beans would be made availahle to United States charitable agen- 
cies for foreign relief purposes and also to eligible domestic outlets. 
This was a further step in our program to benefit farmers and others 
in this country, as well as to help our friends overseas. The foods 
will continue to be distributed overseas with full recognition of their 
American origin, identified as gifts of the people of the United States. 

Foods were distributed in this country to about 11 million school- 
children, 1,300,000 needy persons in charitable institutions, 100,000 
needy Indians, and 2,929,000 needy persons in family units. Surplus 
foods are being distributed in 38 States and Alaska. In addition, 
foods were distributed through 19 United States private welfare 
agencies to needy persons in 74 foreign countries. 

During this period, available commodities were used to help relieve 
distress resulting from several natural disasters, including the floods 
in the Northeast and Southeast in September, in the Tampico and 
\ltamira areas of Mexico in September, and those in California last 
December. We need to consider the sobering fact that forced liqui- 
dation of our Government-owned surplus commodities could be 
achieved in only three ways: (1) Moving them in direct competition 
with current production which would have the effect of depressing 
current prices; (2) selling or giving them away at home or overseas 
under conditions that might displace normal dollar sales, thereby 
weakening or destroying private marketing machinery, or upset world 
markets and depress world prices, or raise further harriers against 
our exports; or (3) by deliberately destroying food. ‘This last alter- 
ative brought storms of protest in the 1930’s when little pigs were 
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destroyed and again after the Second World War when excess pota- 
toes were tainted with kerosene to make them inedible or were 
destroyed in the field. 


TITLE I, PUBLIC LAW 480 


In connection with activities under title I of Public Law 480, let 
me again assure this committee and the Congress that I do not con- 
sider sales of surplus commodities for foreign currencies as a substi- 
tute for sales for dollars. Instead, foreign currency sales are a neces- 
sary but temporary supplement to all-out efforts to increase exports 
of our surpluses through commercial channels and through sales for 
dollars. It should be emphasized that in negotiating agreements, 
appropriate safeguards are included to protect our usual mi ketings 
for dollars. 

Under title I of Public Law 480, which permits sales of surplus 
commodities for foreign currency, we have agreements signed with 
25 countries. These involve United St: ites agricultural commodities 
valued at $936 million, export basis, or $1,258 million, CCC cost. The 
prc ipal commodities included in these agreements are 128 million 
bushels of wheat, 49 million bushels of feed grains, 1,335,000 bales of 
cotton, 103 million pounds of tobacco, 991 million pounds of edible 
fats and oils, 10 million hundredweight of rice, and more than 250 
million pounds of other commodities. Before the end of this fiscal 
vear, additional agreements are expected to bring the total to the full 
$1.5 billion authorized. We will soon request increased authority to 
continue our successful movement of farm surpluses abroad under 
this program. 

A 2-year agreement for $96 million of commodities was signed 
recently with Indonesia. This agreement alone is expected to lead to 
the export of 514 million bags of rice, over 200,000 bales of cotton, 
million pounds of leaf tobacco, and more than a million bags of ‘hint 
flour. Pakistan has agreed to buy some 230 million pounds of rice. 

An agreement was signed with Israel in February for the export of 
about 40 million pounds of beef, or the output of approximately 
50,000 head of cattle. An additional 13 million pounds of beef are 
included in an agreement with Chile. Spain has signed up for $64.8 
million of agricultural commodities, including a considerable amount 
of cotton, elible oils, and, incidentally, the first pork and potatoes to 
be programed under Public Law 480. Korea is expected to buy 21 
million pounds of pork products. It’s interesting to note, also, that 
West Germany has agreed to buy well over a million dollars’ worth of 
frozen or canned poultry. 

Lard also is moving under the program. Agreements to sell 88 
million pounds of lard to Yugoslavia, 11 million pounds to Brazil. 1 
million pounds to Austria, and 3 million pounds to Chile helped 
strengthen the lard market. 

During the current fiscal year, we expect actual exports under 
itle I of Public Law 480 to be at the rate of one-half billion dollars 
a year. During the last fiscal year, exports under barter reached : 
level of $282 million, and we expect that rate to be maintained. 

In building strong continuing foreign markets for American farm 
products, we have started with the fact that we must have a farm pro- 





1419 


gram that helps, not hinders, agricultural exports. We have con- 
tinued our support of a sound trade program, under which the United 
States Government can encourage foreign governments to give our 
agricultural products freer access to their markets. At the saige 
time, we are giving leadership to vigorous promotion of American 
farm products in foreign markets, in which we are enjoying the whole- 
hearted cooperation of trade and agricultural groups. 

In view of the interest in the use of local currencies accruing under 
title I of Public Law 480, there is attached as exhibit J a tabulation 
showing the planned uses of the local currencies and the amounts 
allocated to date. We are utilizing foreign currencies allotted to 
us under section 104 (a) for development of markets in foreign coun- 
tries for United States agricultural products. We have displayed 
agricultural commodities in trade fairs at Cologne, Germany; Bogota, 
Colombia; Ciudad Trujillo, Dominican Republic; Osaka, Japan, and 
have exhibits planned, among others, at Rome, Italy; Salonika, 
Greece; and Barcelona, Spain. Market devleopment projects are 
being planned or are underway with respect to cotton in 6 countries, 
dairy products in 13 countries, tobacco in 9 countries, wheat in 9 
countries, and soybeans in 2 countries. Others are being developed. 

Responsibility for the use of foreign currencies under sections 
104 (b) through 104 (h) of Public Law 480 is vested in other agencies 
of the Government, as indicated in more detail in the attachment to 
exhibit J. 


SOIL BANK LEGISLATION 


Soil bank bills, including several by members of this subcommittee, 
have been introduced in both Houses embracing the provisions of 
title II of H. R. 12 with slight modifications. H. R. 10604 and §. 
3675, for example, which we have had an opportunity to study, appear 
to carry the necessary soil bank authorities. They provide for mak- 
ing advance payments to producers in amounts of not to exceed 50 
percent of the compensation which would become due the producer 
for participating in the program, in line with the President's recom- 
mendation. Also, the use of base acreage instead of acreage allot- 
ments provided for corn under the acreage reserve program would be 
made effective for the duration of the acreage reserve program. 

We have pretty well worked out the administrative procedures for 
the soil bank. We could very easily pick up where we left off, if 
comprehensive legislation such as that requested by the President is 
provided. We should start work shortly if we are to be ready prop- 
erly to begin the soil bank on crops seeded this fall. As the President 
said, “The long delay in getting this bill makes it too late for most 
farmers to participate in the soil bank on this year’s crops.” But we 
can be ready for crops seeded this fall. To plan for fall seeded crops, 
farmers should know as promptly as possible the terms of the acreage 
reserve. Plowing for fall crops will be underway within 90 days— 
then comes liming, fertilizing, and seeding in rapid succession. We 
‘an also move rapidly to put the conservation reserve into effect. 

Since we do not have the authorities we had counted on to pull down 
the surpluses and strengthen farm prices, the President has outlined a 
number of administrative actions which we will take. Price protec- 
tion is intended—as proposed by the President—to bridge the gap 
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until a sound soil bank can become operative. During this interim 
period, we feel that discretion clearly provided in the law should 
be used to give strength to farm prices. 

I hasten to add that support at levels I am about to describe is 
based on the prospect of sound soil bank legislation that will attack 
the surplus problem head on. 

Under the administrative actions announced by the President, sup- 
port prices in 1956 will be set at a level of at least 8214 percent of 
parity, as follows: 


1956 supports 


1955 supports | | 
Previously President’s 
announced message 


Percent | National | Percent | National| Percent | National 
of parity of parity | average | of parity | average 
| } | 


Wheat, per bushel . 82.5 | $2 76{ $1.81 | 83.7 | $2.00 

Corn, per bushel ie 87 . 5 Ss] 1.40 | 86. 1.50 

Rice, per hundredweight_-_- 5 6] 64.66 75 4.04 | 82. 4. 50 

Cotton, per pound nes ( sf aes ant | 82. ! . 2885 

Peanuts, per pound._...------ 4 ¢ ee a phanteanel 86 .112 
} 


Tobacco will be supported as voted in the referendum in accordance 
with existing law. Dairy products are accorded an upward adjust- 
ment in supports. 

Had a soil bank along the lines of the President’s proposals been 
put into operation on 1956 crops, supplies of the basic crops would 
have been reduced. A reason for setting the supports as we have is 


our feeling that farmers should not be handicapped by the failure 
to get soil bank legislation for this year’s crops. 

Our recent action takes into account changes in the legislative situa- 
tion and in prospective supplies. Naturally, it also takes into account 
these eight pertinent factors which were named as guides in existing 
law: 


1. The supply of the commodity in relation to the demand 
therefor. 

2. The price levels at which other commodities are being sup- 
ported and, in the case of feed grains, the feed values of such 
grains in relation to corn. 

3. The availability of funds. 

4. The perishability of the commodity. 

5. The importance of the commodity to agriculture and the 
national economy. 

6. The ability to dispose of stocks acquired through a price- 
supported operation. 

7. The need for offsetting temporary losses of export markets. 

8. The ability and willingness of producers to keep supplies in 
line with demand. 

There was a provision in the President’s statement of great impor- 
tance to the Corn Belt. That is the announcement that price supports 
would be made available for noncompliance corn in the commercial 
area. 

In the past, price supports have been available to corn growers who 
kept within their acreage allotments. Outside the commercial corn 
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areas, farmers can now grow corn without limitation and get price 
supports at a lower level. 

Farmers in the commercial corn counties who exceed their acreage 
allotments, and this is about half of them, have been denied price 
supports of any kind. As a result, corn during harvest has been 
marketed in such quantities as to severely depress. prices, not only of 
corn but of all feed grains. 

In the absence of the provision announced by the President, this 
situation could be aggravated in the fall of 1956. The present corn 
allotment is only 43 million acres, a reduction of about 15 percent 
from last year. It is so sharp a reduction as to make compliance 
exceedingly difficult for many farmers. This could mean much corn 
out of compliance, and distressed prices of corn next fall. This would 
also affect adversely the price of other feed grains. It was in recog- 
nition of this situation that we supported the effort to have 51 million 
acres designated as the base from which to reduce production under 
the acreage reserve program. 

Making all corn eligible for supports will help stabilize markets 
for corn and other feed grains. 

The level of support for corn not within acreage allotments in 
the commercial area has been announced at $1.25, or not less than 
70 percent of parity. 

For the present marketing year, support prices of manufacturing 
milk will be increased 10 cents a hundred pounds and the support 
price for butterfat will be raised 2.4 cents per pound. 

The dairy situation has improved. The industry is doing a splen- 
did job in promoting sales of dairy products. We shall team up with 
the dairy industry in an expanded promotion and merchandising 
program this year. Purchases of surplus dairy products have been 
down 2 years in a row. As a result of reduced purchases and as a 
consequence of our sales and donations, we are now virtually out of 
butter, and nonfat milk solids. Our stocks of cheese are down 50 per- 
cent from their peak of a year and a half ago. 

The increase in dairy price supports was one of the items proposed 
by administration spokesmen in the House 2 weeks ago in an effort 
to reach agreement on a bill which the President could sign. This 
action and the provision for the 8214 percent of parity floor under 
prices of basic commodities are for 1 year only. With the uncertain- 
ties regarding legislation and prospective supply and demand condi- 
tions, it would be hazardous now to project these levels beyond 1956. 

As indicated by the President, it is our intention to use funds where 
assistance will be constructive, to strengthen prices of perishable agri- 
cultural commodities. We will have well over $400 million of section 
32 funds available for that purpose during the fiscal year 1957. 


CREDIT PROPOSALS 


Pursuant to the President’s message of January 9, legislative 
changes have been developed for the consideration of Congress looking 
toward assuring more adequate and sympathetic coverage of agricul- 
tural credit requirements which cannot be met by private financial 
institutions. There is a very general willingness on the part of lenders 
to continue to provide needed credit to their agricultural borrowers. 


720183—56—pt. 4——-2 





1422 


Nevertheless, there is evident need for some additional authorities for 
the Farmers’ Home Administration at this time. 

Our recommendations involve both real-estate and operating loans 
and cover such matters as refinancing, authority for larger operating 
loans, extension of loans over a longer period of time in justifiable 
cases, and loans to operators of less than family size farms who have 
income from other sources. 

Authority to refinance existing debts of farmers so that the repay- 
ment terms will be within their debt-paying ability will contribute to 
strengthening family type farms and will be especially helpful in 
aiding young farmers whose farm debt repayments require too large 
a portion of current farm income. In the case of real-estate loans, the 
refinance ing ¢ authority would extend until Juné 30, 1959, with a limita- 
tion of $50 million for insuring such loans during any fiscal year. 

The Administration’s request for authority to make larger operat- 
ing loans would provide for the use of 10 percent of the title IT loan 
funds in financing family type farmers and ranchers whose credit 
needs exceed the present $10,000 loan limitation. It is contemplated 
that these oper ating and intermediate term loans will continue in the 
main to be made to farm families whose credit requirements average 
about $3,500 per year. This broadened authority with a limitation of 
total indebtedness not to exceed $20,000 will be very helpful in certain 
areas where bona fide family type farmers in need of this type of credit 
cannot now be financed. The present limitation of 7 years on title II 
loans is, in the main, working out satisfactorily. In order to take care 
of those instances where, for reasons beyond the control of the bor- 
rower the 7-year period is insufficient, authority is being requested to 
extend or renew present loans over a 10-year period and to permit 
additional loans in justifiable cases during the additional 3 years. 

Authority to permit loans to owner-operators of farms that are in- 
sufficient to adequately meet the requirements of the family would be 
particularly important to low-income farmers whose farm income 
needs to be supplemented by off-farm work. These loans would be 
restricted to owner-operators who have an adequate farm background 
and show a determination to be substantially engaged in farming. It 
is not the intention to make loans to town people who merely reside 
in a rural area. This authority would be particularly helpful in 
carrying out the purposes of the rural-development program. 

We have recommended authority which would enable the Depart- 
ment to meet the housing credit needs of owner-operators whose 
farms are not larger than family size. Thus, further extension of the 
os ity for farm housing loans under title V of the Housing Act 
of 1949, as amended, would not be needed beyond its present termi- 
nation date of June 30, 1956. 

Recommendations have also been made to extend the provisions of 
Public Law 727 to June 30, 1959, and to authorize the use of $50 mil- 
lion for these loans from the revolving fund. While this committee 
has been very generous and helpful in providing funds for this credit 
service, it is felt that this amendment will be an added safeguard to 
assure that adequate funds will be available to the agency in the 
months ahead. 

If the suggested changes are enacted into law, they will provide a 
basis and authorization for increasing materially the volume and 
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effectiveness of the loan programs of the Farmers Home Adminis- 
tration. As indicated in the President’s budget message, a request 
for additional loan and administrative funds will be submitted to 
implement the new legislation after it is enacted. 

The record of the Farmers’ Home Administration is a source of 
pride to us and to the Congress, and it is our hope that their service 
can contribute even more to the strengthening of our rural economy 
in the future. 


GREAT PLAINS PROGRAM 


The President has proposed a constructive program for our Great 
Plains which envisages long-range undertakings designed to take 
care of special problems existing In a region peopled by 17 million 
Americans, an area of severe climatic variations which “periodically 
produce widespread suffering and heavy economic losses. 

The program recommended by the President recognizes the pio- 
neering land-use progress that has been made by so many of the farm- 
ers and ranchers of the Great Plains. The program has been de- 
veloped in full cooperation with the Great Plains Council, a voluntary 
organization of agricultural leaders from the land-grant colleges and 
Federal and State agricultural agency heads in the States concerned. 
The United States ‘Department “of Agriculture has cooperated ex- 
tensively in this work. Other organizations—local, State, and 
national—also have made excellent contributions. 

The program is applicable generally to all of the Great Plains 
States but, to become effective, any long-range program must be de- 
veloped and adapted to local conditions by the people in the area with 
appropriate assistance from their local, State and Federal Govern- 
ments. 

The 17 million people who live in this vast region produce 60 per- 
cent of our wheat and 35 percent of our cattle; they occupy 37 per- 
cent of our Nation’s land area. With so many people and so vast an 
area involved, this program is in the national interest. 

The President’s special mesage on the Great Plains program indi- 
cated that this program is largely being implemented within exist- 
ing legislation, but that additional funds and some extension of legis- 
lative author ities may be needed. The budget for the fiscal year 1! 057, 
now pending before the Congress, rec ommends additional funds to 
strengthen the Great Plains program by intensifying research on 
water conservation and wind-erosion control, expanding studies on 
economic problems of adapting farming to the hazardous conditions 
of Great Plains agriculture, speeding up soil surveys and technical 
assistance, increasing payments to State extension services for edu- 
cational work, and for additional production and subsistence loans in 
the Farmers’ Home Administration. 

Implementation of the President’s soil-bank proposals would also be 
of major value in further encouraging the wichiecey al of lands from 
cultivated production and in stimul: ating the more rapid adoption of 
conservation measures adapted to the Great Plains area. 

The legislation we have recommended to strengthen and improve 
the credit programs of the Farmers’ Home Administration include 
provisions to further implement the credit phases of the Great Plains 
program by broadening the authority to refinance existing debts, by 
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providing authority to make larger loans under title II, and by extend- 
ng in justifi: able cases the title II loans up to 10 years. 


RURAL DEVELOPMENT PROGRAM 


Family farms are vital to the economy of the Nation. America 
looks to them in the future to produce food and fiber for a growing 
population. Just as important, they are the fountainhead of strength 
and independence that have always characterized the rural environ- 
ment in our Nation. 

Yet some farmers at the lower end of the scale in production and 
earnings find it difficult to stay in full-time farming and give their 
families an adequate standard of living. Many of our farms still 
have low sales and their owners small net farm incomes. Approxi- 
mately 1.5 million farm families have net cash income from all sources 
of less than $1,000 a year. 

The challenge in areas of low farm income is to help farm people 
adjust to changing conditions. Farmers who want to continue farm- 
ing should be assisted in gaining the necessary skills, resources, and 
land that will enable them to earn a good living. Those who want 
to supplement their income by taking a part-time job should have an 
oppor tunity to do so. 

The rural development program, recommended last year, has great 

potential for helping small farmers. 

The pr ogram has several objectives, all of which are related, such as: 

. Incomes on small farms must be increased and the land made 
to Sune ide a better level of living. 
2. Timber resources on many “farms need better management 
to produce higher incomes for farm owners. 

3. Credit needs for small farmers and farmers with supple- 
mentary off-farm income should be met. 

4. More Industry is a vital need in many rural areas of low in- 
come, and farm people should have full information on job oppor- 
tunit ies in their own and other areas. 

. Young farm people should have vocational training for a 
var riety of opportunities. 

Better health services and improved nutrition are basic to 
tot: a} economic improvement in some areas. 
ast year President Eisenhower asked the Congress for funds and 

uthority that would allow the Department of Agriculture to be of 

service to rural development programs going forward under State 
leadership. This contribution will take the form of funds for tech- 
nical aid, credit, and research. These requests are again before the 
C aggro in our 1957 budget, except for that part of the credit program 
which 1007 st await some changes in legislation. 

Agricultural leaders in 24 States have already moved ahead with 
planning and organization for programs. Many of these have named 
counties where pilot rural development work is already under way. 

In many pilot counties, committees have formed to direct rural de- 
velopment and adapt programs to local conditions. An important 
feature of the program is this emphasis on direction and control by 
leaders in the counties who know at first hand their economic resources 
and needs. 


Y 
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The rural development program should accelerate the movement 
toward more industry, more efficient-size family farms, and supple- 
mental income for farm people. 


RESEARCH AND EDUCATION 


Farmers are faced with many critical problems and important de- 
cisions in adjusting the volume and shifting the pattern of production 
to changing economic and other conditions. Farmers ev erywhere 
need more information that will enable them to meet the problems of 
adjusting to changing market conditions and new methods. ‘There is 
also a need to further broaden outlets by finding new and wider uses 
of farm products. 

In the past 2 years, the funds for agricultural research and educa- 
tion of the Department and the States have been materially strength- 
ened. A further expansion is proposed in the budget estimates for 
1957. 

Agricultural research and education must be incredsingly accele- 
rated in the following fields: 

1. Development of new crops. 

2. Development of new uses for crop and livestock products. 

3. Development of new and stable market outlets at home and 
abroad for our products. 

4. Improvement of practices to reduce costs of agricultural 
production and increase marketing efficiency. 

New crops which will contribute to a balanced agriculture can be 
developed. Major attention would be devoted to potentially new 
crops which would not be competitive with those now produced— 
such as castor bean, timber, bamboo, and safflower. Before urging 
their adoption, however, thorough research must have demonstrated 
their suitability for use in foods, feeds, or industrial raw materials. 

Intensive modern industrial research has replaced many agricultural 
raw materials with nonagricultural products which are better adapted 
for commercial use, less costly, and in more constant supply. It has 
resulted in serious inroads into traditional markets for cotton, wool, 
leather, and other commodities and has added to the accumulation of 
agricultural surpluses. If agricultural products are to regain some 
of the markets lost to synthetics , every possible improvement of prod- 
ucts and economies in processing methods needs to be explored. 

There is need for more research to develop new and improved food, 
feed, and industrial products from wheat, other small grains, and 
forage crops. Expansion of research to dev elop new products offers 
great promise for increasing the markets for them and thereby allevi- 
ating the surplus situation. 

Additional research is also needed on improving the efficiency of 
utilization of tobacco, sugar, and special crops by devising better 
processing techniques, lowering processing costs and dev eloping meth- 
ods to control quality in the final product. 

There is need for an expanded marketing research and service 
program directed at searching out new methods and new procedures 
for improving the efficiency of marketing processes for farm products. 
There is need for expanding domestic and foreign market outlets for 
new crops and new products, and reducing costs of mov ing goods from 
farmers to consumers. High costs in ‘this area contribute to the 
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farmer’s getting less out of the food dollar. We should improve eco- 
nomic and statistical research relating to price, supply, and demand 
for farm commodities at home and abr oad. We should also improve 
reports on current and future trends in farm manpower and related 
data. Reports on crops and livestock should be improved and strength- 
ened to provide farmers and their organizations and other mi: arketing 
agence les with a sound basis for making production and marketing 
adjustments. Another phase of the program would be the develop- 
ment of basic economic data on the interrelationship between agricul- 
ture and industry, and how changes in prices and incomes in one 
sector of the economy affect the other. 

E xpansion of research is needed on farm costs and returns. The 
cost-price squeeze has brought urgent requests for cost-of-production 
and income analyses by farming areas, and for information on how 
farmers individually and as groups can meet changing economic con- 
ditions. Attention should be directed to the need for increased re- 
search on ways of reducing costs of livestock production throngh 
more efficient ase of feed and labor, elimination of disease. greater 
output per animal breeding unit, and greater returns from livestock 
through adjusting product quality to market preference, such as a 
shift to meat-type hogs. 

The plain fact is t that agriculture has been outresearched. It is now 
a matter of history that we lost the million-bale cotton tire cord 
market through development of high-strength, fatigue-resistant rayon 
tire cord which took over the entire tire-cord market. 

And that isn’t all. Because industry is willing to spend large sums 
for research, other markets for cotton are threatened. A recent ex- 
ample is the development of coarse, crimped rayon specifically suited 
for use in tufted rugs. Another example is plastic garden hose that 
replaces rubber hose made with cotton. In fact, market after market 
is open to the challenge from synthetic products developed oo 
research. Agriculture must be competitive in the research field : 
well as in price. 


OTHER RECOMMENDATIONS OF THE PRESIDENT 


In his special message on agriculture, the President recommended 
that farmers be relieved of the Federal tax on gasoline used in farm- 
ing operations. He also requested the extension and expansion of the 
special milk and brucellosis programs. These recommendations have 
all been enacted into law, and the Congress is to be commended for 
its prompt action on them. 


INVESTIGATION REPORTS 


Before concluding this statement, I should like to make some gen- 
eral comments about the investigation reports which were released in 
January as part I of the subcommittee hearing. 

We have had an opportunity to review these reports and we will 
be very glad to discuss them in as much detail as the subcommittee 
wishes. As pointed out in a foreword to the published reports, in 
times past officials of the Department of Agriculture have not had a 
chance to study investigation reports in advance of questioning at 
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hearings. We appreciate the fact that we were given that opportunity 
this year. 

Our review indicates that the basic facts reported by the investi- 
eators are generally correct. However, we do not agree with a number 
of interpretations and conclusions. 

The method of presentation lends itself to the false impression that 
the Department of Agriculture has been negligent in its handling of 
important areas of program operations, that it has not profited by past 
experience or been alert to the overall needs of American agriculture. 

No such conclusions are justified by the full facts of the situations 
under review. We have been driving hard for 8 years to correct 
weaknesses in past handling of storage and related problems. With 
full recognition of the importance e of “adequate exports, we have con: 
centrated on constructive and coordinated efforts to maintain and in: 
crease foreign outlets for farm commodities. 

And the record of achievement is good. In spite of increasing 
complications brought on by developments over which we had no con- 
trol, we have been able to make definite and major improvements in 
all of the areas covered by the reports in question. We are constantly 
improving all Department services. 

We welcome the full cooperation of the subcommittee and its investi- 
gators in seeking areas where still further advancement is possible. 
Opportunities for improvement in specific operations are pointed up 
in sections of the current reports. We will take full advantage of the 
help provided by these studies. 

At the same time, we feel that it is in the public interest to avoid 
misunderstandings which can result from incomplete appraisal of all 
the facts involved. 

With regard to the Commodity Stabilization Service (Commodity 
Credit Corporation) report, subcommittee investigators have been 
working with Department of Agriculture people in WwW ashington and 
in the field for several months. Department employees have been 
under instructions to cooperate fully and to make all records avail- 
able. Many of the facts noted by the subcommittee’s investigators 
were reported first by the Department’s own auditors and investi- 
gators, 

The CSS-CCC operations have grown to tremendous scope as sur- 
pluses have piled up in Government hands. Many operations have 
had to be carried out under emergency conditions. Difficulties are 
inevitable under such conditions. 

As Ihave already pointed out, the CCC direct investment in inven- 
tories and loans on price-supported commodities is almost $9 billion. 
While these vast accumulations are due in part to record farm pro- 
duction and marketing difficulties, they are in large measure the result 
of wartime price supports which were continued almost a decade after 
the shooting in World War II ended. 

In spite of this mounting volume of commodities to handle, we have 
been tightening up and strengthening operating procedures constantly. 
We were pleased to observe that the subcommittee investigators noted 
a good many instances of such improvement. 

Tn connection with CCC's own stor age operations, the investigators 
reported : 

The staff’s review of bin site operations indicates that it has been an efficient 
operation—most of the counties within the Grain Belt States have well-qualified 
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bin site supervisors who take pride in the operation and maintenance of their 
bin sites. 

Again, referring to supervision of commercial warehouse opera- 
tions: 

The inspection procedures followed by commodity offices appear to be ade- 
quate * * *, The decline in warehouse shortage cases over a period of years has 
been due, according to CSS personnel, to better inspection procedures and in- 
creased awareness on the part of warehousemen that unless shortages are im- 
mediately explained they will immediately be suspended from the approved list 
of warehouses. 

There are other constructive findings and recommendations in the 
report. As I have said, we welcome these and want to continue work- 
ing cooperatively to get the greatest possible good from the investi- 
gations. 

I must, however, express disagreement with some of the inferences 
and interpretations which accompany the findings of the investigators. 
It is these points which can result in misunderstanding. In many 
cases, failure to take account of all the factors involved—or the con- 
siderations that had to enter into a current administrative decision— 
leads to the wrong impression. 

For instance, a good deal of emphasis is put on the fact that changes 
in interest rates paid to private lenders have increased costs to CC XC. 
What is overlooked is the fact that such changes were in line with, and 
made necessary by, changes in general money rates. 

Similarly, there is criticism of the fact that there have been some 
increases In commercial storage rates and other changes in uniform 
grain storage agreement provisions. Rate increases reflect comparable 
increases in costs of business services in general. Other changes were 
worked out in negotiation with the warehousemen. It must be remem- 
bered that CCC does not dictate to private industry. If it wants to 
do business with commercial warehouses—and their services are in- 
dispensable in the present surplus situation—it must negotiate the 
terms and conditions under which the Government storage will be 
handled. And in these negotiations, the interests of farmers and the 
Government have been represented vigorously. 

While recognizing that there has been a marked reduction in ware- 
house shortage cases, the report adds that “conversions of farm-stored 
commodities are continuing.” I think this can give a definitely mis- 
leading impression. There has also been improvement with regard to 
farm-stored shortages. And when one considers the hundreds of thou- 
sands of price-support loans made to farmers in recent years, only a 
very small fraction of farmers ever convert any of their farm-stored 
collateral. There will probably always be a few cases where farmers 
are tempted to dip into the “sealed grain.” especially when drought 
catches them short of feed for their livestock. The very large majority 
of all farmers are entirely honest and fully accept their responsibility 
for farm-stored grain which is pledged to CCC. They can get the 
grain released from the loan if they need it. It is warehouse cases, 
rather than farm-storage or bin-site cases, which have resulted in large 
losses. 

As you know, the Department has been pushing farm storage of 
grains. We have encouraged farmers to participate in the farm stor- 
age facility program through radio, news articles, press rel2ases issued 
from time to time, and leaflets explaining the advantages of the pro- 
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gram and community meetings. In addition, most dealers have util- 
ized the program in their sales promotion work. Since 1949, when the 
program started, through February 1956, 78,226 loans totaling $80,- 
540,860 had been approv ved for storage structures having an aggregate 
capacity of 285,823,115 bushels. Approximately $44.8 million “has 
been ge to date. Public Law 287, 83d Congress provides, for in- 
come-tax purposes, for 60-month amortization of qualified grain-stor- 
age facilities, the construction of which is completed on or before De- 
cember 31, 1956. The Department has recommended that H. R. 
9083, which proposes to extend the termination date to December 31, 
1958, be enacted into law. 

There seems to be some contradiction in two of the points empha- 
sized in the summary of the report. In one instance, the Department 
is criticized for delaying the call for bids on CCC bin purchase, with 
the result that time was short and it was not possible to make all pur- 
chases from the lowest bidder. This was essentially a true statement 
of fact, but the reason was that our men were waiting for current crop 
reports, latest estimates of available storage space, and other develop- 
ments which would help in making the soundest possible estimate 
of new bin needs. 

In another section of the report, the Department is criticized for 
buying more bins than it needed, with the result that there was a good 
deal of unused space in some regions. That again is true. Drought 
hit in unexpected places, there was more movement of grain out of 
storage than had been expected, estimates of available storage were 
revised. 

The point here is that to have speeded up the orders for bins, making 
decisions earlier in the season, would have resulted in even greater 
difficulty in trying to estimate ultimate needs accurately. Even the 
most careful planning of the best informed men can be upset by the 
vagaries of weather and other factors over which they have no control. 

No one likes to make a bad guess, but it should be noticed that we 
erred on the side of being sure that farmers’ interests were protected— 
that there was space in which their grain could be stored to make room 
for new price-support loan stocks. We made the best estimates pos- 
sible, purposely waiting as late as possible to make decisions. 

A related criticism refers to the shipment of several million bushels 
of corn to the west coast for storage last year. A good deal is made 
of the fact that the transport: ition costs ran from 45 to 63 cents per 
bushel, and that it finally turned out that there was empty bin space in 
the Middle West. 

Here are some of the facts which were overlooked in the report. 
Export outlets were contemplated for this corn. A check shows that 
the average shipping cost from Minnesota and North Dakota to the 
west coast would run around 54 cents a bushel. The same checks show 
that average costs from this location to the east coast would be around 
{6 cents a bushel. The difference would fall far short of the cost 
of buying new storage space. And at the time the decision had to 
be made, all indications were that a stringent storage shortage was 
building up in the Middle West area. Later, there was a ‘k-develop- 
ing drought in the western Corn Belt and other areas. Other un- 
for eseeable factors also changed the storage picture. 

It is easy to see these things when one looks back after the period 
is over. It is quite another thing to hit estimates on the nose in ad- 
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vance. Iam sure members of the subcommittee understand this well, 
but the wording of the report might mislead those who are not so well 
informed. 

In connection with the general criticism of shipping grain to com- 
mercial warehouses when some CCC bins were idle, I think it is ap- 
propriate to refer to the wording of the Charter Act under which the 
Commodity Credit Corporation must operate. In spelling out the 
Corporation’s general powers, the act directs that the “usual and cus- 
tomary channels, facilities, and arrangements of trade and commerce” 
shall be used to the “maximum extent practicable” in the warehousing 
of commodities. 

[ shall not take the time to point out other instances where partial 
reporting or limited interpretations seem to open the door for wrong 
impressions of our commodity operations. We will be glad to discuss 
details with vou later, in an effort to clear up any misunderstandings. 


FOREIGN AGRICULTURAL PRODUCTION 


Section II of the reports, on foreign agricultural production, gets 
into a very broad area of policy. The subcommittee knows, of course, 
that the primary responsibility for foreign technical assistance pro- 
grams of the United States rests with other agencies of the Govern- 
ment. The Department of Agriculture exercises a certain degree of 
advisory guidance through review of projects and serves in_other 
secondary ways, but is not charged with direct responsibility. 
Against that background and in light of the committee’s report, I 
woul | like to review our problems and progress in the matter of for- 
eign agricultural marketing. 

The export problems that we have been facing include price and 
exchange controls, and other foreign restrictions. 

The United States came out of the war with high, fixed farm prices. 
As foreign agricultural production recovered, foreign buyers increas- 
ingly found that they could get better bargains from other exporters. 
In view of rigid domestic support levels, we have had a continuous 
struggle with the problem of how to make United States farm prod- 
ucts competitive in world markets. 

Our price programs, as we all know, were established originally to 
encoul age expanded agricultural production to meet wartime and 
postwar demand. That demand has changed. We have sought to 
get the programs changed accordingly. Last year the flexib le price 
program started to go into effect. Because of overhanging surpluses, 
the flexible price program has not yet had an opportunity to make its 
potential contribution felt. This it can do only as surpluses are re- 
moved so that it has a chance to operate. 

The existence of the fixed-price supports and the delay in getting 
price programs changed has acted as a strong stimulus to competitive 
foreign production. The stimulus has come not so much from the 
level of price supports as the assurance to foreign producers that the 
United States would continue to stabilize prices at a relatively high 
level. The existence of the fixed-price program has given them the 
incentive to invest capital, clear new lands, establish irrigation, take 
advantage of improved seeds and cultural practices, and buy ma- 
chinery and fertilizer. 
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We have watched this development closely and repeatedly have 
called it to the attention of Members of the Congress and others. 

Mr. Wuirren. Let me interrupt at that point, Mr. Secretary. 

You agree at this time, do you not, that whatever the price-support 
level in the United States is you have had the authority to offer our 
commodities on a truly competitive basis in the world market ¢ 

[ raise that point because your par: agraph might give an indication 
that the high level domestic support price might have some influence 
on this expansion in foreign countries. 

You do agree that throughout this period of time you have had au- 
thority to sell the United States commodities truly competitively at 
whatever price it took to keep that expansion out ? 

Secretary Benson. The high domestic price level has had an effect. 

We have had, under the charter, authority to sell in competitive 
foreign markets. 

Mr. Wurrren. At truly competitive prices. 

Secretary Benson. We have been concerned also lest the Govern- 
ment of the United States, through its technical assistance programs, 
find itself in the position of further contr ibuting to competitive pro- 
duction of commodities already in surplus. We have felt that such 
assistance should be aimed primarily at projects for (a) increasing 
consumption of agricultural products by the people of the country, 
and (6) developing production of commodities complementary rather 
than competitive to United States agricultural production, and not in 
world surplus. 

Although, as I indicated earlier, the responsibility for technical 
assistance lies with other agencies, we have endeavored to provide ad- 
visory guidance to technical assistance projects insofar as possible. 
In giving such advice, we take into account the interests of American 
agriculture and United States policy, together with the sound develop- 
ment of the cooperating country. This procedure has had the effect 
of exerting some influence in steering technical-aid programs in the 
right direction. 

Our surplus commodities are, of course, a dominant factor in con- 
nection with the whole export situation. Weare making a determined 
effort to move surplus commodities into use, abroad as well as at home. 
Through various export activities in cooperation with private trade, 
we have succeeded in making our major export commodities more 
competitive. 

As the subcommittee knows, for instance, we made good progress in 
moving cotton of 154¢-inch staple length and less through the | ‘special 
programs of sales on a competitive bid basis. While this special pro- 
gram was not initiated until the first week in January, we completed 
the sale of 1 million bales, the original goal, early in March. 

Now, under the new cotton export program announced February 
28, CCC stocks of cotton will be periodically offered for sale on a com- 
petitive bid basis, for export after the beginning of the cotton-market- 
ing year beginning August 1, 1956. All “qualities of upland cotton in 
the CCC inventory will be available for sale. Cotton sold under the 
program will be eligible for delivery against all sales, including Pub- 
lic Law 480 sales. Sales will be made in an orderly manner to avoid 
disrupting world-market prices and impairing the traditional com- 
petitive position of friendly nations. 

I have already listed some of the highlights of recent export opera- 
tions. It is not generally realized that our agricultural exports today 
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are at a high level. The quantity of agricultural products exported 
in calendar year 1955 was 22 percent more than in 1953. In 1955, 
the volume of United States agricultural] exports was 76 percent higher 

than that of the immediate prewar period, 1935-39. It was 29 percent 
above the 1925-55 average. 

It is significant that exports of all major commodity groups, except 
cotton, gained in 1955 over 1954. The biggest relative increases were 
in exports of dairy products and grains and feeds. Half or more of 
all wheat, corn, and sorghum exports were under Public Law 480 
programs; most of the cottonseed oil exports were under CCC’s ex- 
port sales program. Government export programs also contributed 
materially to exports of cotton, tobacco, rice, soybean oil, dairy prod- 
ucts: and beef 

This e xport record is a real achievement. It has been accomplished 
in spite of the fact that our domestic farm programs have encouraged 
competing foreign production, and have priced some of our products 
out of the world market. 

Through special programs—including barter, sales for foreign cur- 
rencies, subsidies, and relief shipments—w e are moving substantial 
amounts of farm products to foreign customers who do not have the 
ability to purchase through regular commercial channels. 

We are being aided by our expanded agricultural attaché service, 
and by our commodity ‘specialists who work both with the United 
States trade and with representatives of foreign governments in en- 
couraging greater use of American farm products. 

In our export promotion work, we are keeping in mind the fact 
that our best customers are the highly developed, prosperous countries. 
Our problem of expanding exports to such countries largely is one 
of removing restrictions and facing up to the need for meeting com- 
petitive prices and quality, and giving customers what they want. In 
the rest of the world, the big problem i is one of low-purchasing ability 
of consumers. 

The export problem is big and difficult. It involves a lot more than 
just the programs of the Department of Agriculture. We have been 
working very had on the coordinated efforts to expand United States 
exports. We shall continue to do so, seeking every possible export 
outlet which can be developed within our established foreign policy. 

As in the case of the commodity operation questions, we will be very 
clad to discuss export details with the subcommittee as fully as you 
desire. 

Mr. Chairman, in conclusion I would like to ask Mr. Butz to run 
quickly through those charts, because some of them covered points 
Ww — you —_— in your opening statement, and they supplement 

hat I have said here. The charts are attached to the back of my 
statement. 

Mr. Butz. Mr. Chairman, there are a few charts on the back of the 
statement that I will touch on briefly, because time is limited. 

Mr. Wurrren. My understanding is that the charts are in the record 

onnection with Mr. Wells’ testimony. 

Secretary Benson. I think that these charts have been brought up to 
date. Some of them have the latest figures, which we got just a few 
days ago, Mr. Chairman. 

Mr. Burz. They are not the same charts. 

Mr. Wurrren. Mr. Secretary, I certainly do not want to be in a 
position of foreclosing anybody, but I am afraid that if I do not let 
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Dr. Butz wait until later we will not have time. I had agreed with 
you that you would not be tied up, and I am afraid if we do not 
vet into this questioning some of my colleagues on my left might 
not get to their questions, because it is very close to the lunch hour 
now and I have a number of quéstions I would like to ask. 

I want to divide the time as best I can, and I am wondering if that 
explanation could not wait. I understand Dr. Butz can be here 
longer. That is the point. 

If it is imperative that we have this before we get into questions 
with you, it can be done; but otherwise it might be better to utilize 
the time here on questions and answers with you. 

Secretary Benson. I thought maybe it might save the time of the 
committee, because some of the charts cover several points which you 
mentioned earlier, Mr. Chairman. 

Mr. Wurrren. It is a matter of your time. If you could be here 
tomorrow—could you be available tomorrow ? 

Secretary Benson. I cannot very well be here tomorrow, but I can 
stay as late as you want tonight. 

Mr. Wuirren. That is pretty late, if you look this crowd over, Mr. 
Secretary. 

Secretary Benson. That is perfectly all right, Mr. Chairman. I 
usually work long days. 

I believe this would be helpful, but I do not want to insist. 

Mr. Wuirren. You might go ahead, then. 


NET INCOME FROM FARMING 


Mr. Butz. The first chart deals with the net income from farming, 
which has been in an 8-year decline, with the exception of the Korean 
war, in 1951. 

It reached a high in 1947 of $17.8 billion, and it declined rather 
rapidly to 1950. There has been a decline since then. 

The report which came out last week, on the first quarter of 1956, 
indicates that cash receipts during the first quarter were down about 
) percent from the year previous. “The annual rate of net farm income 
in the first quarter was down about 7 percent from the first quarter 
of 1955, but at roughly the same rate as the last half of 1955. 

We feel in view of the announcements that have been made on the 
price-support levels and the improvement that has taken place in the 
hog market and the corrections that have taken place and are taking 

place and so on, that the net farm income in the remainder of 19! 56 
will continue at the present rate or slightly improved from the present 
rate. 

Mr. Marsnatu. The chart I have is shaded light in the period 
from 1954 to 1955. 

Mr. Butz. Yes. That is because the final figures are not yet out 
for 1955. They will be in the neighborhood of $10.7 billion. The 
figure is not firm yet. 

Mr. Wurrren. I believe it would be well for these charts to be 
included in the record in connection with the presentation. 

Mr. Burz. Yes. They are different charts from the ones Mr. Wells 
presented earlier. 

If you have any questions, please feel free to interrupt. Otherwise 
[am going to go rather rapidly through these charts. 

(Exhibit A is as follows :) 
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UNITED STATES FARM OUTPUT 


Mr. Butz. This second chart deals with the level of the total United 
States farm output from 1910 to date. 

You will note a rather constant upward trend at a modest upward 
rate during the teens and the 1920’s. Then it dipped a bit in the 
1930’s, primarily because of the two severe droughts we had in 1934 
and 1936. Other than that there is a rather sharp upward trend 
in output, right through the period of rather drastic production and 
acreage controls. Output has gone up primarily because of the more 
rapid application of technology, capital, and management to 
agriculture. 

Even in 1955, with the drastic controls we had on cottonseed, to- 
bacco, rice, and so on, there was even an increase in that year, primarily 
because of the good weather and the application of technology and 
capital. 

Mr. Wurirren. In that connection, do you not think that trying 
to control these commodities by acreage is an incentive to get every- 
thing you can out of each acre that you have? 

Mr. Butz. Yes. History has amply demonstrated that. I think 
we are now at the point where acres in and of themselves are no 
longer the most important single factor of production. We are at 
the point where capital, technology, and management applied on a 
given acre are very important. 

When we attempt to restrict production by acreage controls we 
do not control the other factors of production and therefore do not 


have the total production under control. 

Mr. Wauarrren. It is a process of giving a man a fixed base from 
which he has to make his money, if any. You give him an incentive 
to put fertilizers on it to the maximum extent to increase his return. 

Mr. Butz. Yes. Controls have demonstrated that that is the way 
it works, 

(Exhibit B is as follows:) 
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FARMERS’ PRICES 


Mr. Butz. The next chart shows the movement of the prices received 
and the prices paid and the parity ratio. 

The top portion of the chart has two lines. One is the prices 
received by the farmers. That has been in a 5-year decline, with 
perhaps the most serious part of the decline having taken place in 
the 2 years following the Korean peak. 

That rose from 1950 to an all-time high of 313 in February 1951, 
and then it started an irregular decline. As I say, it declined rather 
rapidly in 1951-52 especially, and has declined less rapidly in 1953-55. 
It has been improved in the last 4 months; slowly, but nonetheless 
improved, 

It stood April 15 at 233, compared to 247 

Mr. Wurtrren. Do you believe that was because they thought the 
President might sign this restoration of parity and the old formula 
of 90 percent 

Mr. Butz. No, sir. I think there has been a rather basic improve- 
ment in the factors underlying farm prices. We have had a marked 
improvement in hog prices. They have gone up some $4 in the last 
several months. 

Mr. Wuirren. Of course, you and I are looking at this thing from 
a little different viewpoint, and might start off with a little different 
feeling. Each of us is entitled to his own views. 

Mr. Vursett. Mr. Chairman, I might suggest that soybeans have 
been going up, and that has improved prices neaubinenlitr. 

Mr. Burz. And corn prices and cattle prices. 

Mr. Vursety. Yes. 

Mr. Butz. There have been basic improvements in prices. 

Mr. Wurrten. Those things are largely tied into other things; cattle 
and feed; hogs and corn. 

Mr. Butz. They always influence prices. 

Mr. Wnuirten. To select them does not mean that they are in a 
pocket to themselves, but they are part of the general farm procedure. 

You might proceed, or we will be here all day. 

Mr. Butz. The general price picture has been improving. 

The other line is the index of the prices paid by the farmers, which 
has been fairly stable through the years. It shows that in April 1950 
it was identically where it was a year ago. 

You have to relate those two items to get the parity ratio, which is 
shown at the bottom part of the chart. That reached a high, likewise, 
in February of 1951, of 113. It has been declining since then, except 
that in the last 2 or 8 months it has been going up. That likewise has 
been in a 5-year decline. The decline in 1951 and 1952 was approxi- 
mately 50 percent greater than in the 3 years 1953, 1954 and 1955. 

This has been a postwar adjustment. We feel the adjustment is over. 

Mr. Wurrren. Looking at that peak in 1952, it would appear that 
we had a pretty good peak along about October. It looks like it was 
about November when it began to swing down in 1952; what month 
is that ? 

Mr. Burz. No: It started down in August; about the time the 
parties started campaigning vigorously. 


72013—56—pt. 4-3 
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It is of interest to note, I think, that there was a decline of 19 points 
from the high in February 1951 to January 1953, when Mr. Benson 
became Secretary of Agriculture. Since that time the decline has 
only been 12 points. 

Mr. Marswatx, And all that time it was above parity, was it not? 

Mr. Burz. No. It dropped below parity along about August or 
September of 1952. 

I think it is also important to point out that while it was above 
parity we had either war or postwar conditions. 

Mr. Wurrren. If that is the month the chart is in error, because 
it clearly shows that change in the prices received in regard to parity 
coming into 1953 rather than 1952. 

Mr. Burz. I missed that point. 

Mr. Wurrren. Your charts are inaccurate if your statement is ac- 
curate, because the line in the chart clearly shows that the break below 
parity occurred after January 1, 1953. 

Mr. Burz. No. The figure 1952 starts with January and continues 
until December. 

Mr. Wuirren. That is right, but the half line between the figures 
1952 and 1953 would be the end of the year 1952. 

Mr. Burz. No. The half line is July. 

Mr. Wutrren. 1953 starts where the line is? 

Mr. Burz. Yes, sir. 

(Exhibit C is as follows:) 
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FARM AND NONFARM INCOME 


Mr. Burz. The next chart shows the relationship between the farm 
and the nonfarm income on a per capita basis from 1934 until the 
present time. 

You will observe that the per capita income of people on farms 
tended to increase relative to the per capita income of people not on 
farms, roughly, through that period. The last 3 or 4 years those 2 
lines have tended to diverge as the farm income has not kept pace with 
the general income of the economy. 

However, the per capita income of people on farms has not de- 
clined in nearly the same proportion as the aggregate farm income. 
That of course is the result of a smaller number of people on the 
farms, plus an increase in the off-farm work. Last year, for example, 
for people on farms, for every $2 received in income from farm sources 
they received approximately $1 in income from nonfarm sources. 
Last year there were approximately 2 million men and 1 million 
women whose principal source of income was off the farms. This 
represents a long time tendency that has been accelerated in recent 
years. It means the per capita income of people on farms has re- 
mained fairly constant in the last 4 or 5 years. 

(Exhibit D is as follows:) 
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FARM FORECLOSURES 


Mr. Burz. The next chart, Mr. Chairman, shows the level of farm 
foreclosures, which is one indicator of the financial condition of 
American agriculture. 

It continues at a low level in recent years. It reached a high in 
the 1930’s of up to 38 farm foreclosures per 1,000 farms. Even in 
1940 it was 10 foreclosures per 1,000 farms, and at the present time 
it is down at the bottom with 2 or 3 farm foreclosures per 1,000 farms, 
and continues at a very low level. 

Likewise the level of indebtedness of our agriculture, while in- 
creasing, as you pointed out, Mr. Chairman, in your opening state- 
ment, is increasing primarily because of the larger amount of capital 
involved in the purchase of farms, because of the higher level of farm 

values. The average level for real estate values in the United States 
is at an all-time high. It has been increasing for the last few years. 

Mr. Wuirren. | pointed out to the Farm Credit Administration 
that there are several things which could be factors in this. If we 
continue to spend more than half of our income for national defense, 
if we continue to expand militarily, and if we continue to inflate our 
currency it could be that people will not want to put their money in 
anything except something solid, whether it is producing income or 
not. 

In my own area I could cite you instances where doctors and busi- 
nessmen have been buying land just to get something solid, in view of 
the inflationary trend. 

Mr. Burz. Yes, sir. Mr. Chairman, in some cases that is a moti- 
vating factor. However, the figures indicate that in recent years 
the numbers of farmers buying farmland exceeds the number of farm- 
ers selling farmland. And the percentage of tenancy is lower now 
than it has been in this century. 

Mr. Wurrren. They might be reading Mr. Morse’s testimony, be- 
cause Mr. Morse has repeatedly told this committee that one of the 
major problems of farming is that we have the farms in units which 
were too small, and that the answer of the farmer is to increase his 
\creage so as to upgrade it. If they read Mr. Morse’s testimony and 
agree with it I can see why the folks would go out and enlarge their 
ncreage. I have not subscribed to that fully, but from the stand- 
point of some small farmers I can see that if they had the money 
they could more economically handle their farms if they could buy 
the machinery, which would require a broader base. 

Mr. Butz. The point we should make is that if farm prices are 
pushed up because of the flight of capital, as you suggested, it is farm 
capital pushing it upward, because it is mostly farmers who are pur- 
chasing the land. 

Mr. Wuirren. That could mean 51 percent when you say it is mostly 
farmers. 

Mr. Morsr. The percentage is much higher than that. 

Mr. Butz. It is close to three-quarters. 

Mr. Wurrren. With 25 percent of it outside there is plenty of out- 
side capital to horn in on anything, which would upset the market in 
ordinary conditions. If 25 percent is outside influence, and capital 
were to force its way into anything, it would certainly upset the nor- 
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mal situation of a farmer selling to a farmer. I had no idea there 
would be 25 percent outside capital waiting to come into that picture. 

Mr. Morse. That is not new. I think you will find back through 
the years that there has been outside capital that has bought into 
farming. It is not a new factor. 

Also, in reference to inflation; we have had a rather stable economic 
situation, have we not, from the standpoint of inflation, in recent 
years ? 

Mr. Wuirten. It depends on what viewpoint you take when you 
look at it, Mr. Morse. 

Mr. Morss. Recently the value of the dollar has remained pretty 
constant. 

Mr. Wuirrten. I have been buying a car and I have been buying a 
tractor and all those things, and I find all that in the paper but I “do 
not find it when I go out to buy. The dollars just do not go as far 
except where you buy farm commodities. The total has been fairly 
stable because the farmer’s part has been getting smaller and smaller. 

Secretary Benson. Mr. Chairman, I think we all deplore the fact 
that there always is a “eer when farmer’s prices are relatively 
good, for many nonfarm people to go out and invest in farm real 
estate and farmland and ranches. Many of them have income from 
other sources and are not dependent upon farming to make a living. 
They are what I would call the “suitcase” or “drugstore” farmers. 
‘They do contribute, I think, to our farm problem. They contribute 
to the surplus we have. 

While I do not suppose you can control it very well, the fact remains 
that we have many operations of that type, and have had for m: ny 
years in this country. 

Mr. Wurrren. You may proceed. There are other subjects we will 
probably wish to develop more than this. 

Mr. Narcorer. Mr. Chairman, I would like to ask one question at 
this point. 

Dr. Butz, do I understand from your explanation of the chart 
on farm foreclosures that it is true that the farm mortgage indebted- 
ness has increased some 86 percent in the last few yes ars? For inst: ance, 
in my home State of Kentucky the increase is 113 percent. Did you 
justify that on the basis of apital outlay for additional equipment? 

Mr. Butz. Partly. Primarily it is because of the additional capital 
outlay for the purchase of farms. The significant thing is not the 
ubsolute indebtedness figure but the relationship or the ratio to the 
underlying assets. At the present time the ratio of total indebted- 
ness to total farm assets is in the neighborhood of 11 percent. That 
dropped a few years ago, as I recall, as low as 8 or 9 percent. But 
an 11 percent debt-to-asset ratio is a very, very conservative debt- 
to-asset ratio. 

It is true that individual farmers may be in debt in a much more 
serious ratio. When you take the entire industry, that is in a very 
sound financial position. 

Mr. Narcuer. Mr. Chairman, I have just one other point, if you 
will pardon me. 

What is the purpose of this chart, Dr. Butz? What purpose do 
you have in mind for the chart on farm foreclosures ? 
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Mr. Butz. The purpose we have in mind is simply to indicate that 
even with net farm income having been in an 8-year decline the distress 
situation represented by foreclosures remains at a very minimal level. 

Mr. Narcuer. We still face the fact that our farm mortgage in- 
debtedness has increased 86 percent generally in the United States in 
the last several years. 

Mr. Burz. Yes, but the value of assets has also increased. The 

ratio between the debts and assets of 11 percent is extremely conserva- 
tive. No other major industry in America has that favorable a ratio 
between debts and assets. 

Mr. Narcuer. You feel that that rate of increase of 86 percent is 
still economically sound, that there is nothing wrong with it? Is 
that the way you feel about it? 

Mr. Burz. The only way we can transfer the ownership of property 
in this country, where we have fee simple ownership of individuals, 
from the older generation to the younger generation, as you must 
transfer it from every generation, is through the use of borrowed 

capital. With the price of real estate rising, as it has in recent years 

and even in the last year, it simply calls for a larger indebtedness 
when you make that transfer. The only way to avoid that, I think, 
is to change our system of ownership and fee simple ownership as 
a part of it. 

Mr. Natrcuer. That is all, Mr. Chairman. 

Mr. Wuirren. Proceed. 

(Exhibit E is as follows :) 
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CCC FUNDS OBLIGATED 


Mr. Burz. The next chart shows the financial status of the Com- 
modity Credit Corporation borrowing authority, and the amount of 
funds committed from 1947. 

You will observe back there a total borrowing authority of $4.75 
billion, continued until 1950. 

The total commitments there in 1949 began to push that pretty hard, 
and in early 1950 Congress increased the borrowing authority up to 
$6.75 billion, and that continued until late 1953. At that time the 
commitments began to push against that, and it was increased in late 
1953, and again in 1954, up to $10 billion. It continued there until 
1955, at which time it was raised to $12 billion. 

That is where it is now. 

Mr. Wuirren. Have you decided how much further increase you 
will ask of the Congress ? 

Mr. Butz. Can you speak to that, Mr. Morse ? 

Mr. Morse. It is under discussion now. We will have to come for- 
ward with a proposal. 

Mr. Wuirren. I wonder if you could give us an idea as to when 
that will be, or a rough estimate of the size now in contemplation. 

Mr. Morse. We would be reluctant to speak in reference to it now, 
because, as I say, it is under discussion. 

Mr. Wuirren. I cannot see any big secret about it. I do not know 
anybody who is more interested in this matter than we are. We are 
going to have to set a figure on the administrative funds for the Com- 
modity Credit Corporation. You have gone to lots of trouble to show 
us the writeup almost to the line, so far as the use of funds is concerned. 
Can you not give us even a rough estimate? 

Mr. Morse. We hope we can come forward shortly with the 
proposal. 

Mr. Anpersen. At this point, Mr. Chairman, I should like to ask a 
question. 

Dr. Butz, what would you say accounts for the almost precipitous 
climb from March 1954 of the outstanding borrowing on that partic- 
ular chart? 

To my way of thinking, it seems to me that that is accounted for by 
the fact that the flexible price-support theory began to be seriously 
considered about that time, and consequently the supports on farm 
commodities were gradually going down, and naturally the farmers 
involved did dump more and more of their holdings into the borrow- 
ing channels of the Commodity Credit Corporation. 

What is your explanation of that precipitous climb from that point 
on? Am far afield in my line of reasoning? 

Mr. Morsr. No. I think your last statement there is correct. With 
some decline in farm prices there were more farm products pledged 
under the Commodity Credit Corporation loans and acquired by the 
Commodity Credit Corporation. 

Mr. ANpersen. Mr. Morse, that was my contention when we had 
this argument, and it is still my contention; that the lower we place 
the support prices beneath our grains, or cotton or whatnot, the more 
it will tend to cheapen the basic value of those particular commodi- 
ties, and in turn then more of these particular commodities will come 
under Government ownership. It would seem to me that this chart 
would uphold my contention along that line. 
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Mr. Morse. You see, the act was passed in 1954 but the lower price 
supports did not start taking effect until the summer harvest of 1955. 

Mr. Anpersen. That is correct. But might I call your attention to 
the fact ‘that debate relative to the issue started in the Congress | 
would say very strongly about this same period, about March of 1954. 

It seems to me that the general theory as enunciated by our Secre- 
tary that the surplus was tremendous was involved, and that general 
theory began to hold in the minds of the people of the United States 
and gradually depreciated the value of all these commodities. 

Now, I cannot get that out of my mind but what that was the fact. 
We had the psychological urging by the Secretary, Mr. Benson, 
through the fact that in every speech Mr. Benson made on the subject 
there was something wrong in having those particular surpluses on 
hand, and all the newspapers of the Nation took the matter up. 

I am getting into a field now which is practically the only field where 
I differ with our good Secretary, but that psychology became preva- 
lent. To me this chart shows that from then on, from March of 1954 
on, the holdings of the Commodity Credit Corporation increased 
almost threefold. 

I would be glad to have a discussion at this point on that subject. 

Secretary Benson. I believe Mr. Hughes, who has management of 
these stocks, could throw some light on this. 

Mr. Anpersen. I want a little authority above Mr. Hughes’ level. 
Mr. Hughes is the operating head. 

Secretary Benson. He knows what happened. 

Mr. Anpersen. I am speaking of the economics of the situation. 
would rather have Dr. Butz answer my question. 

Mr. Burz. I think, Mr. Andersen, it is primarily a matter of very 
large production. We had this large production of wheat in 1953 that 
came from a crop that was outside of controls. There is considerable 
evidence, if you look back over the record, that acreage controls should 
have been imposed on the wheat crop in the fall of 1952. They were 
not. We had this very large wheat crop in 1953 with no controls 
whatever. ‘That was entirely outside the control of the new Secre- 
tary of Agriculture, because he came into office with that contract 
already made with the farmers. We had the high price support 
level on wheat as a case in point. 

Mr. Wurrren. Following the governmental policy of offering com- 
modities in foreign trade on a truly competitive level, commodities 
on hand do not hurt you. If you hold them they do. 

Mr. Burz. We were moving them in accordance with the agreement. 
but they were being moved at a rather substantial subsidy. 

The point I am making here is that in the year 1953, which vou 
are talking about here 

Mr. Anpersen. In March 1954. 

Mr. Burz. All right. 

Mr. Anpersen. I am speaking about that valley which shows up 
in Mareh 1954. 

Mr. Burz. That is in the total? 

Mr. Anprrsen. Exhibit F, Dr. Butz. 

Mr. Burz. We had the same thing in 1953, too, due to a very rapid 
increase. Again in the next year we had good production. 

Mr. AnpersEn. Let me call your attention to exhibit C, now. Take 
that same month of March 1954. 
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Mr. Burz. Yes. 

Mr. ANpERSEN. You see there that the general price level of agri- 
cultural commodities as indicated by parity had dropped, and I would 
estimate, according to that, 92 or 91 or 90 percent. It is a httle diffi- 
cult to see what the point is, 

Mr. Burz. Approximately 90 percent. 

Mr. AnpersENn. In other words, that general price level had drop 
to the point where farmers throughout the Nation, so far as what 
they received in their own communities for their own production is 
concerned, began to find it to their advantage to put grains and feeds 
under support prices instead of putting them on the market. These 
two charts would seem to substantiate my line of reasoning there, Dr. 
Butz. 

Mr. Burz. The two go together. It is difficult to indicate from the 
figures which was cause and which was effect. It is entirely conceiv- 
able that the price dropped because of the supply. 

Mr. AnpersEN. Is it not a fact that the cheaper the farm commodi- 
ties get the more will come to the Government under either loans or 
actual ownership ? 

Mr. Burz. Yes; as long as you have a support price. 

Mr. Anpersen. That is the point I am trying to bring out. I am 
also trying to bring out this sharp accentuation of the commodities 
under the control of the Commodity Credit Corporation, which is 
shown in exhibit F. Certainly it is almost precipitous. There is 
almost a 70° increase from then on in the holdings of the Commodity 
Credit Corporation, to the point where in 2 years’ time the holdings 
have increased—or at least the borrowing authority plus the hold- 
ings have increased almost to the extent of 175 percent. Naturally 
I am trying to find out just what is wrong with my basic line of reason- 
ing, that the theory of flexible price supports as advanced and as 
discussed in all the press of the Nation was not perhaps conducive to 
that situation. 

Mr. Burz. It is very difficult to impute a cause and effect relation- 
ship from these charts. It could be argued with equal validity—I 
would take this argument myself—that the mere fact that supplies 
held by the Commodity Credit Corporation were increasing so tre- 
mendously from that period on was itself conducive to lower prices, 
and then in turn lower prices may have induced farmers still further 
to put items under loans. 

Mr. Anprersen. Dr. Butz, the prices in the market place, which we 
all want to see at 100 percent of parity, are involved. That is our 
goal, right in the market place. That was evidently declining to such 
an extent that this grain had to come to the Government rather than 
be sold in the regular channels of the market. That is the only thing 
I can gather from looking at those charts. 

Mr. Burz. The Government was the more attractive market. 

Mr. ANperseN. Surely. I will leave my discussion at that point. 

Mr. Wurrren. Of course, it is awfully nice to have the support of 
the press, and you gentlemen, from my point of view, have had excel- 
lent support. 

Secretary Benson. I am not sure that is always true. 

Mr. Wurrren. I said, from my viewpoint. 

Secretary Benson. I have found the press quite objective. When 
they differ with us they express it. 
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Mr. Wuairtten. Dr. Butz and my colleague have had an interesting 
discussion about this matter, but I would point out that everybody 
wants to let somebody else have the responsibility for the farm situa- 
tion this year, or so it seems. Be that as it may, the farm income has 
gone down about 24 percent in the period of time you have been in 
office; the farmer’s share of the income dollar has fallen to a low 
that we have not had since years ago; the Commodity Credit Corpo- 
ration investment has almost tripled; and the cotton acreage has been 
cut 35 percent. That is the condition. 

Whether it started before you got in, or whose fault it is, I think 
we can agree that the farm income is off 24 percent; the farmer’s share 
of the income dollar is almost at an all-time en the Commodity Credit 
Corporation investment is about 3 times as high as you found it: 
and the cotton acreage has been cut 35 percent and the wheat acreage 
25 percent. 

If I were in office, as you are and have been during that period, 
I would be seeking to find somebody else to be responsible for it my- 
self; I give you credit for the utmost sincerity in trying to see causes 
that reach behind it. 

I think you can agree that the picture I give is the situation. 

Mr. Burz. Yes. It is down much more than that in the last 5 years, 
if you will take the base at 5 years ago. 

Mr. Wurrten. In other words, you do not think it has gotten 
worse ? 

Mr. Butz. Yes; it has gotten worse, but the decline did not start 
3 years ago. 

Mr. Wuirrten. I am not going to argue that. 

I am in Congress and, whatever Congress does, I catch it. Some- 
times I vote against it, but I still catch it. So the man in office has 
a certain degree of responsibility for what happens, in the public 
mind, even though you may not feel you contribute to it. 

Mr. Butz. In that connection it should be pointed out that both 
the Secretary and the President have made recommendations to rectify 
the situation. 

Mr. Wurrrten. I agree with you, and the President could not afford 
to say that he was coming around to my viewpoint; but, when he 
fixed rigid supports at a considerably higher level than his own 
Secretary, I could read into it that he was coming around to my views. 
only slowly. 

Mr. Burz. Those were not rigid supports. 

Mr. Wuirtren. They are fixed, are they not ? 

Mr. Butz. They are fixed for a year. 

Mr. WuirreN. They are rigid for this year. 

Mr. Butz. Any support is rigid for 1 year. The very intent of the 
supports is that they can flex up and down, as happened with soybeans 
and flax prices this year. Any kind of a price support has to be rigid 
for the year in which it is fixed. 

Mr. Wuirten. I was in hopes that maybe the President had seen 
my viewpoint. You discourage me. 

We had better proceed with this explanation, or we are not going to 
have much time with the Secretary. 

(Exhibit F is as follows:) 
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CARRYOVER OF MAJOR FARM COMMODITIES 


Mr. Butz. The next chart shows in very sketchy outline the carry- 
ver situation for the 4 major groups of commodities. 

Wheat, for the crop year beginning June 1, shows a steady increase 
in carryover up until the 1954 year, and then a very modest increase 
beginning in July of 1955, and we estimate a still further slight in- 
crease beginning July 1, 1956. The rate of increase in the Govern- 
ment inventories of wheat has been checked very markedly. 

Cotton likewise shows a rather steady increase in the total carry- 
over. We had hoped in 1955 that the carryover would not increase 
but we had an all-time record high production in 1955. 

Mr. Wuirten. And not a bale of it was offered for sale. Was that 
a factor ? 

Mr. Butz. Well, yes. We have sold, under the 1955 production 

Mr. Wuirten. I mean, in 1955 you did not offer a single bale in 
world trade at competitive prices. 

Mr. Burz. Private trade was selling all the while. 

Mr. Wurrren. But you are talking about the Commodity Credit 
Corporation. 

Mr. Butz. During the first part of 1955 the rate of sales under 
private sale was running very high, at the rate of 4.5 million bales a 
year. There was a lot of talk going around the country about sub- 
sidized sales, and it cut down the exports to a very low level. 

Mr. Wuirren. From that I would take it you are still against 
sales ¢ 

Mr. Burz. We are certainly for sales; first, private sales, if possible ; 
and, if you cannot, then through governmental channels. 

In the case of corn likewise we estimate October 1, 1956, there will be 
about 90 million bushels in excess of the carryover a year ago. 

Mr. Anpversen. That is the estimate for next October 1? 

Mr. Burz. Next October 1; yes, sir. 

In the case of food, edible fats and oils, we have a much better 
picture to show. ‘Two years ago we had a very heavy inventory of 
that, principally cottonseed oil. That has been worked down to a very 
conservative level, primarily through the sale of cottonseed oil and 
some soybean oil. Through the workings of various public laws we 
have moved a billion pounds. Currently the edible fats and oils 
situation is a very good situation. 

Mr. Anpersen. Mr. Butz, what figures do you have as to estimates 
as to what is going to happen to the corn crop because of the $1.25 
being placed on the free corn in the commercial areas? Personally 
I think that was a fine move, to raise the income of the farmers through 
that section, and it will do a lot along that line this year; but I am 
also wondering just how many millions of acres you estimate that will 
add to corn produced this year. 

Mr. Burz. We have no official estimates on that, Mr. Andersen, but 
our unofficial estimates are that it will have practically no effect be- 
cause any acres now that are shifted into corn, that had not been 
— for corn, in the main will have to come out of soybeans. Soy- 

“an prices currently are quite attractive. This means we are treating 


corn as another feed grain, where you get a lot of substitution of 
acreage. 
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We do not feel that the $1.25 price-support level on noncompliance 
corn in the commercial areas will have a substantial impact on corn 
acreage this year. 

Mr. AnpersEn. The last corn that my partner and I sold this spring 
brought us $1.25 on the market. We averaged about $1.16 for the corn 
we sold starting last October 10, and through the winter. We have 
now disposed of that corn. 

Personally, I do not think, from the viewpoint of getting the prices 
on the market, that there will be much of that corn subject to loan 
next year. It will go into the market. 

Mr. Burz. We share that view. 

Mr. AnperRSEN. I am just wondering as to what prediction you as an 
economist have to make as to how much increase this will perhaps 
cause in the way of corn acreage this year. I know on my farm it 
will mean at least an additional 40 acres above what I had intended 
to plant, because, of course, the average farmer must do what he feels 
will return him the most money on his particular farm. 

Secretary Benson. That is right. 

Mr. Anpersen. There is the soil-bank question in connection with 
this. I want to go into that with you people later on, under my own 
time. 

Under the general provisions of what might happen to the corn 
crop this year with this $1.25 guaranted on all commercial corn that 
is not under quota, I would like to hear your justification as to what 
I am saying here, as to perhaps any land that will additionally go into 
corn, if such does, and as to whether it will largely come from the feed 
grain acreage. Is that about it / 

Mr. Burz. Yes. It will be a shift. We think the principal impact 
next fall will be to prevent a drastic market demoralization such as 
occurred last fall when a lot of corn was dumped on the market and 
reduced the price to $1.10 and $1. 

Mr. Anpersen. I can agree with the Secretary as to the reasoning 
for the $1.25 price level there, but it does give us problems in connection 
with other areas. 

Mr. CHarrMAN. I want to go into that later on. 

Thank you. 

(Exhibit G is as follows :) 
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CCC DISPOSAL OF PRICE-SUPPORT COMMODITIES 


Mr. Burz. The next chart deals with the amount of CCC disposal. 

Mr. Wuirten. That is the thing I have objected to so much in this 
record, the implication that disposals are equivalent to sales. There 
is a great deal of difference. I think we have ruined this country by 
disposing of all of this material instead of selling it through the 
normal channels. Sales through normal channels not only bring in 
money but by keeping the goods in the market you keep your com- 
petition from expansion. We have been running around giving all 
of this away, and keeping it from doing anything equivalent to being 
sold. 

I am going to ask that that table be changed, to indicate the three 
different parts, before it goes into the record. | 

Mr. Burz. Mr. Chairman, we can change it. 

Mr. Wuirren. Every year we are faced with throwing the disposals 
and losses and everything together. We have just ruined ourselves, 
in my opinion, by staying out of the market. 

Mr. Burz. Mr. Chairman, in the Secretary’s testimony he had a 
paragraph indicating the breakdown. 

Mr. Wuirren. I would like to have it substituted. 

Secretary Benson. You want it in graphic form, Mr. Chairman ‘ 

Mr. Wurrren. I believe it should be, in view of what is there. 

Mr. Burz. Could we put a table along with this, that gives the 
breakdown / 

Mr. Wurrren. Let us put a table in on your side and a chart in on 
mine, then. 

Mr. Burz. You will discover that the lion’s share of these things 
are sales for dollars. That continues to be our principal outlet. 

(The matter referred to may be found in the appendix on p. 2089.) 

Mr. Burz. Mr. Chairman, may I suggest that we break these bars 
down by sectors, and we will combine the two in one chart. I think 
that can be done. 

Mr. Wurrren. I think you can do that. 

Secretary Benson. It would be easy to do. 

Mr. Burz. It will show sales for dollars and sales for strategic 
materials which represents a real gain to us, you see. We will be glad 
to do that, but the important thing to show here is that using all the 
authorities at our disposal, we are moving substantial quantities of 
CCC-owned products out of CCC hands. 


UNITED STATES AGRICULTURAL EXPORTS 


The last chart shows United States agricultural exports at constant 
prices, 
~ Mr. Wurrrey. Mr. Wheeler, could I interrupt and ask you to in- 
clude in the footnote on that chart information to show what percent- 
age of commodities offered for sale for dollars have been sold? 

You have that information, because I asked you to get it 60 days 
ago. In other words, show the percentage of that which has been 
offered for sale for dollars, and that which has been sold for dollars. 

Secretary Benson. For each year, or just 1956, Mr. Chairman? 
Mr. Wurrren. Show it for whatever years you have listed here, 
and for which you have given figures. 
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Secretary Benson. The table is for 1954, 1955, and 1956. 

Mr. Wuitten. Make your figures appropriate for the years listed. 

(The information may be found on pp. 1688 and 2090.) 

Mr. Butz. The last chart shows the level of agricultural exports at 
constant prices. That means we have taken out the effect of the 
change in the price level through those years. 

In the last 5-year period we averaged $3.3 billion per year. That 
figure was exceeded only twice before; once it was exceeded during 
the 1946-50 period, and during the Korean war when we had rather 
substantial foreign-aid programs, and foreign agriculture was devas- 
tated after the war, and back in the late 1920’s it was exceeded. 

It is important, I think, to note that in the last 5 years that figure 
has been 22 percent above the 31-year average. 

Mr. Wurrren. I hate to keep interrupting, but I think this, too, 
gives us an untrue picture. As I pointed out, foreign expansion in 
production has been considerable. I want the record to show at this 
point the amount of money we have invested, as shown by investiga- 
tion, and foreign expansion through foreign aid as well as the amount 
of anne expansion and things of that sort, at this point in the 
record, 


FOREIGN AID FUNDS USED TO ENCOURAGE AGRICULTURAL PRODUCTIONS 


In 20 selected countries throughout the world, where during the past 5 years 
important increased production of one or more of the basic United States price- 
supported commodities has been reported, United States foreign aid funds obli- 
gated by the Foreign Operations Administration and predecessor agencies for the 
promotion of agriculture, totaled $984,159,436 from April 3, 1948, to March 31, 
1955. In addition, approximately $710,800,000 in local counterpart funds, created 
by United States assistance activities in some of these countries, have been 
programed for the furtherance of agricultural production and processing. These 
countries, as well as details of the above figures, are shown in table 1, page 40A 
of the interim report. 

The International Cooperation Administration reports total economic aid funds 
obligated worldwide from the beginning of the program to March 31, 1955, for 
imports of agricultural machinery, agricultural tractors, fertilizer, seeds for 
planting and pesticides, amount to $476,819,000. ICA also reports that 738 
United States agricultural technicians, including administrative personnel for 
agricultural programs, were on duty in foreign countries on June 1, 1955. 

In Turkey, where cotton, tobacco, corn, rice, and wheat production show sizable 
increases, United States foreign aid funds for agriculture total approximately 
$66.9 million. In Iran, where cotton production in 1955-56 is expected to increase 
290,000 bales over 1950-51, United States aid programs have obligated $47.3 
million for the promotion of agriculture. India, which has reported the 1954-55 
cotton crop as about 1,200,000 bales larger than 1950-51 and also substantial 
increases in corn, wheat, rice, and flue-cured tobacco over the same period re- 
ceived $174.5 million in foreign aid for agriculture. In Greece, similar aid pro- 
grams amount to $45.4 million and counterpart approved withdrawals for agri- 
culture total $64.8 million. In the last 5 years Greece has raised much larger 
crops of cotton, wheat, corn, and rice. 

United States foreign aid to Latin America for agricultural development has 
been largely part of the technical cooperation program. Programs are carried 
out through cooperative service agencies called servicios, jointly staffed, admin- 
istered, and financed by United States and the host government. 

The projects and aid funds in Latin Amrica have not been large when compared 
to Europe and Asia, but more funds and emphasis are indicated for the future. 
The principal activity to date has been the furnishing of agricultural, technical, 
and administrative personnel. ICA reports 240 United States technicians were 
in Latin American countries on June 1, 1955. 

The Food and Agriculture Organization of the United Nations reports technical 
assistance programs in operation during 1954 in 55 countries located throughout 
the world. Total funds for the expended program of FAO during recent years 
have been approximately $25 million of which the United States contributes 
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about 55 percent. The various activities of this organization include the assign- 
ment of several cotton specialists to foreign countries to furnish advice on the 
production, marketing, and classification of cotton. 


INCREASED FOREIGN AGRICULTURAL PRODUCTION 


During the 4-year period ending with the crop year 1954-55 foreign countries 
increased production of all the basic commodities—cotton, wheat, corn, rice, 
tobacco, and peanuts—over 1950-51 levels. 

Based on the most recent information available for the crop year 1954-55 the 
increase was approximately as follows: Cotton, 5.1 million bales, 28 percent; 
wheat, 329 million bushels, 6 percent; corn, 403 million bushels, 19 percent; rice, 
29 billion pounds, 13 percent ; tobacco, 457 million pounds, 9 percent ; and peanuts, 
1,360,000 tons, 14 percent. These increases are substantial but the increase of 
28 percent in cotton production is particularly significant when it is realized that 
United States production declined 16 percent from almost 16.5 million bales in 
1953-54 to an estimated 13.9 million bales in 1955-56. 

While it is impossible at this time to forecast the world’s 1955-56 crops, such 
information as is available indicates a further substantial increase over 1954-55 
on at least two of the major basic commodities—cotton and wheat—possibly as 
much as 1.5 million bales on cotton (6 percent) and 440 million bushels on wheat 
(7 percent). 

Land devoted to production of these two commodities in 1955-56 is expected to 
be substantially more than in 1954-55, nearly 2 million acres on cotton and 15 
million acres on wheat, in addition to an increase in 1954-55 over 1950-51 levels 
of almost 10 million acres on cotton and 46 million acres on wheat. 


Keeping our commodities on the counters for sale would have had 
a very strong influence in keeping down foreign increases in produc- 
tion. When you give us a total figure here, a very big part of it 
represents a funny way of getting rid of things, such as giving them 
away and disposing of them, as against sales. That almost invites this 
foreign expansion which I think is ruining us. 

I would like to have a chart which shows the true picture broken 
down in line with sales through normal channels for dollars. 

Mr. Burz. The chart which we just discussed will show that break- 
down. We are using all the authority that Congress has given us in 
this program. 

Mr. Wuirren. I am asking Mr. Wells to give us a chart for the 
record which will show what I am talking about, because I think it 
is essential to show the true picture. 

Mr. Butz. That can be done. The previous chart will do that when 
we break it down. 

Mr. Wurrren. That is not sufficient. I want mine to look like yours 
here. 

(The charts referred to follow :) 
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PLANNED USES OF FOREIGN CURRENCIES UNDER PUBLIC LAW 480 PROGRAMS 


Mr. Butz. Mr. Chairman, the next table is a table showing the 
uses of foreign currency which has been generated under Public Law 
480 and which chart will be of some interest to this committee. 

This chart shows those amounts by the various countries with 
which we have signed agreements. The third line from the bottom 
of the table shows the amount of money set aside for various pur- 
poses such as market development. We have $17.4 million which 
currently is programed under the agreements to be used in coopera- 
tion with the various trade groups for market promotion and develop- 
ment in a number of countries abroad. 

The purchase of strategic materials shows $8.6 million; military 
procurement, housing and so forth, $180 million; the purchase of 
goods for other countries, $18 million, and payment of United States 
obligations $247 million, or 20 percent of the total use. That repre- 
sents, for example, Embassy expenses abroad of one kind or another. 

Grants for multilateral trade and economic development show that 
47 percent of the total proceeds is programed for that purpose which, 
of course, would be paid back to the United States Treasury over 
a period of years. 

We thought that table might be of some interest to this group here 
on the use of those proceeds. 

(The table referred to follows :) 
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SUPPLEMENT TO EXHIBIT J 


UNITED STATES DEPARTMENT OF AGRICULTURE 


EXPLANATION OF USES OF FOREIGN CURRENCIES UNDER TITLE I, PUBLIC LAW 480 


Agricultural market development 

Section 104 (a) provides that a part of the foreign currencies accruing from 
the sale of surplus agricultural commodities may be used for developing markets 
abroad for United States agricultural commodities. The Department is carrying 
on this work in close cooperation with the United States agricultural trade and, 
where feasible, also with foreign trade groups. The United States Government 
contribution is limited to foreign currencies. As of March 26, 1956, the portion 
tentatively reserved for this work exceeded the equivalent of 17 million United 
States dollars. In addition, United States and foreign trade groups contribute 
services, facilities and materials. 

We are promoting cotton in cooperation with the National Cotton Council in 
France and Japan where the council has worked out arrangements with local 
cotton groups. Similar activities are contemplated for Italy, Germany, and other 
countries. 

Dairy products promotion has been undertaken in Colombia in cooperation 
with Dairy Industries Society International and local groups. Activities are 
being planned in Thailand and several other countries. 

Market development for soybeans has begun in Japan in cooperation with the 
American Soybean Association and Japanese trade groups. Activities in Ger- 
many and other countries are being readied when funds are available. 

Wheat market development is now under way in Colombia in cooperation with 
the Millers’ National Federation and a nutrition demonstration program showing 
the value of wheat is being developed for Japan in cooperation with the Oregon 
Wheat Growers’ League. In both cases, there will be close cooperation with local 
trade groups in carrying out the work. 

Several tobacco buyers and specialists from Thailand are being brought to the 
United States where United States tobacco groups are acquainting them with 
the merits of United States tobacco and our methods of marketing and grading. 
Two University of Kentucky agricultural economists have been sent to Spain 
to evaluate market possibilities and develop proposed promotional activities 
working with the Spanish tobacco trade. Plans for the promotion in Japan of 
Japanese cigarettes using United States tobacco are being rapidly developed. 
Three United States tobacco groups, Leaf Tobacco Exporters Association, Burley 
and Dark Leaf Tobacco Export Association, and Tobacco Associates are cooperat- 
ing with the Department on the foregoing and other tobacco-market-development 
projects. 

When funds become available, we contemplate bringing over several German 
food inspection officials to acquaint them with the rigid United States sanitary 
specifications as a part of our efforts to facilitate foreign reception of United 
States agricultural commodities. 

The foreign currency market development program is just getting under way, 
as funds become available and as we gather experience market development 
activities using foreign currencies will be expanded and strengthened. 

The Bureau of the Budget has allocated foreign currencies equivalent to about 
$10 million for section 104 (a) activities. As of this date, the Department has 
tentatively committed in program agreements and otherwise the equivalent of 
about 4.4 million United States dollars as follows: 


Foreign 
currency 
equivalent | Number of 
in United countries 
States 
dollars 


Cotton $1, 735, 000 | 
Dairy products . 225, 000 
Tobacco 600, 000 
Wheat... 5 Tee uscads 700, 000 | 
Soybeanms............- ‘ 5 ; 100, 000 | 


wow (Fotal.. GAR. aT ee uN a , 360, 000 | 
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International trade fairs 

As a part of our foreign-market-development activities, we are participating 
in international trade fairs, financing such operations with the foreign currencies 
accruing under Public Law 480. 

Up to the present time we have had exhibits at fairs held in Cologne, Germany ; 
Bogoté, Colombia; Ciudad Trujillo, Dominican Republic; and at Osaka, Japan, 
where the fair is presently in progress. At Cologne, Germany, our first try, we 
organized exhibits sponsored by 16 private trade groups and companies. At 
Bogota, Ciudad Trujillo, and Osaka they were joint projects with the Department 
of Commerce. 

We believe that displays of United States agriculture commodities at these 
fairs can assist in developing markets for our farm products. Generally the 
exhibits feature commodities for which a possible market exists. For example, 
at Bogoté we featured dairy products, recombining milk at the exhibit. We 
demonstrated that good palatable milk can be produced by this process. We 
anticipate developing a continuing market for our dairy products as a result of 
this effort. Also, at Bogoti we demonstrated the quality of bread which can be 
produced from our best wheat flour. Samples were distributed which helped 
build up a demand that we hope will result in the Government of Colombia lower- 
ing duties on American flour. 

Plans are underway for participation in the Barcelona, Spain, fair in June of 
this vear, and the British Food Fair, London, England, in the fall. Most unique 
of all the exhibits will be the Supermarket Exhibit at the International Food 
Congress on Food Distribution in Rome, Italy, in June. This event illustrates 
the wonderful cooperation we are receiving from all segments of the industry 
and trade organizations. In this case, the National Association of Food Chains 
is furnishing all of the equipment and supplies for the supermarket. With Public 
Law 480 Italian lira, the USDA will pay for the transportation of the materials 
to Rome and the cost of setting up the exhibit. This event will be attended by 
about 3,000 food merchandisers and distributors from countries throughout the 
world. United States food-trade representatives will be on hand to make profit- 
able contacts. 

I would like to stress to the committee that it would not be possible for the 
USDA to accomplish what we have so far without the fullest cooperation of the 
United States trade groups and without splendid cooperation of the Department 
of Commerce and the United States Information Agency. We feel that our 
presence in the commerce trade fair program gives a proper recognition to United 
States agriculture. At the same time we are promoting increased sales of 
United States agricultural products. 


Nonagricultural uses of currencies 


104 (b). Local currency proceeds planned for the purchase of strategic ma- 
terials total $8.6 million to date. Although some preliminary plans have been 
made, no actual purchases of strategic materials have been completed. Where 
local currency proceeds can be used to finance programs covered by appropriated 
dollars, the funds are used for such programs rather than for 104 (b) purposes. 
ODM and GSA are responsible for this use of the currencies. 

104 (c). A total of $181.1 million has been planned for the purchase of military 
equipment, materials, facilities, and services, for the common defense. Most of 
the funds will be used for direct forces support. The Bureau of the Budget has 
allocated $11 million of these funds on the basis of requests from the Department 
of Defense. 

104 (d). A total of $18.6 million is planned for the purchase of goods and serv- 
ices for other countries (ICA responsible). ‘ 

104 (e). A total of $7.5 million has been planned to promote balanced economic 
development and trade among nations (ICA responsible). 

104 (f). A total of $247.5 million has been planned for payment of United States 
obligations and is available for sale to United States agencies for dollars which 
will be reimbursed to CCC. The Bureau of the Budget has allocated $36.9 million 
of these funds to date and the CCC has been reimbursed $214 million from sales 
made. The Treasury Department is responsible for these funds. 

104 (zg). Part of the local currency sales proceeds may be loaned back to the 
importing country to promote multilateral trade and economic development. 
A total of $446.3 million is available for these purposes. The Bureau of the 
Budget has allocated $215.5 million of these funds. Through March 7, 1956, 
loan agreements have been signed with 7 countries providing for local currency 
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loans of the equivalent of nearly $94 million. Negotiations of additional agree- 
ments are actively under way. ICA is responsible for handling these loans. 

104 (h). Most agreements negotiated to date have provided for uses of some of 
the local currency proceeds for international educational exchange programs. 
A total of $7.9 million has been planned for this purpose, of which $3.8 million 
has been allocated by the Bureau of the Budget. The State Department is 
responsible for the use of currencies for this program. 


Mr. Wuirren. With respect to this money which goes back to the 
Treasury, is that credited to the account of CCC or does it go into 
the general miscellaneous receipts of the Treasury ? 

Mr. Wueever. Mr. Chairman, the money indicated there in sec- 
tion 104 (f), “Payment of U nited States obligations abroad,” is the 
category that provides sales of foreign currency for dollars for the 
use of other Government agencies and those dollars do come back 
to CCC to reduce the amount of appropriations subsequently needed 
to repay CCC for their commodities that are sent out. Any United 
States agency incurring expenses abroad, which are payable with for- 
eign currencies, must use these currencies when available. They pay 
dollars for the currencies, and the dollars come back to pay CCC. 

Mr. Wuirren. What is the source of these figures here ? 

Mr. Wueeter. The source of the table is information available in 
the Department of Agriculture and the Treasury. That shows by 
countries the amounts programed under the agreements for each of 
these categories of use, and then it shows the percentage lines and at 
the bottom it shows the amount actually allocated for use so far by the 
Bureau of the Budget. That is all a matter of record. 

Mr. Wurrren. This table is also inaccurate. Is this looking back- 
ward or is this based on these agreements that we have entered into 
where you have not actually delivered that material? In fact, your 
agreements with these countries are some 6 or 8 times what you have 
actually been able to deliver. Is that not correct ? 

Mr. Butz. No, sir; we have $936 million as the total, you see. 

Mr. Wurrren. The total of the agreements signed ? 

Mr. Burz. Yes, sir. 

Mr. Wureier. We have other information as to how much has been 
shipped. 

Mr. Wuirren. That is not listed here. The amount which has been 
-hipped is a small percentage of what has been signed for. 

Mr. Wueeter. The amount that has been shipped would not go to 
the point of the planned uses of foreign currencies. We under stood 
vou were interested in what the foreign currencies would be used for, 

ind we can certainly supplement it with the other information. 

Mr. Wurrren. You Just expressed it. You tell me what they 
would be used for, but what I want to know is what they have been 
used for. 

I have a special committee investigating the foreign-aid group, and 
their figures lead one to lots of questions as to how much reliance you 

can put on any set of figures which they give you. I am wondering 
if you did not get your figur es from the foreign- aid group. 

Mr. Butz. The bottom line shows the allocation “that has actually 
been made. 

Mr. Wuirren. That is right, but that is about like information I 
get. You get a completely different figure when you use the agree- 
ments signed as a basis. fume of these agreements have been signed 


for years, as I understand it, and still no one agrees. 
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Mr. Burz. No longer than 18 months. 

Mr. Wurrren. I want a true figure. I meant to wait and ask the 
Secretary what you really delivered. This contract business is ver vy 
carefully used in testimony before this committee, just as the disposals. 
It gives us a completely erroneous picture as to what is really hap- 
pening. 

Mr. Butz. But the contracts serve to show the framework of the 
program. 

Mr. Wuirren. However, if you are giving someone something you 
cannot complain if they get out of the contract. Signing a contract 
does not mean moving ‘commodities by any manner of means. 

I have wrestled with this with your own people in your own agree- 
ments under Public Law 480. This has been a serious problem. 

Secretary Benson. Mr. Chairman, I am sure we all agree that when 
these programs are signed, it takes time to make delivery of the com- 
modities involved. 

The figures which are used in my statement on the percentage in- 
crease in exports represent actual exports. This table here represents 
programs consummated and, as you point out, there are many of those 
items which have not been delivered fully. 

Mr. Wueeter. I have a report which I will be glad to file for the 
record, dated April 18, which shows the actual purchase authoriza- 
tions issued and then the actual sums reported under these agreements. 

Mr. Wuirrten. I would like to have that in connection with this so 
we will have a true picture of it. 

Mr. Butz. May I ask Mr. Garnett what is the current annual rate 
of shipments under Public Law 480, title I? 

Mr. Wuirten. Yes. 

Mr. Garnett. The market value of current exports is running at a 
rate of half a billion dollars a year. 

Mr. WuirTen. If you sold all of that in 1 week and figured it out 
on the basis of 52 weeks, that will give you a bad annual average. I 
want to know what you shipped this year in order to get the true pic- 
ture and the dates. Then we can see whether there is any hope for 
the average to continue through the year. 

You see, what I am talking about is this: if you made 1 big sale in 1 
week and then averaged it over the other 52 weeks you could show a 
whale of an annual average. 

Mr. Garnett. This was based upon a 3 months’ average, but we will 
give you exactly what you want. 

(The material referred to is as follows :) 





Commopity CrEebDIt CORPORATION REPORT OF 


PREVIOUSLY 


Country 


Argentina 
Austria 
Brazil 
Chile 


Colombia. - 


Ecuador - 
Egypt 
Finland--......-- 
France 
Germany 
Greece - 
Iran 
Israel 
Italy 
Japan_.-- 
Korea... 
Pakistan 
Peyp 


Thailand....------ 


Turkey 
United Kingdom 
Yugoslavia 


Total _- 
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TitLeE I OPERATIONS 
(Pusiic Law 480) 


Sales of surplus commodities for foreign currencies, 
Mar. 29 through Apr. 18, 1956 
[All data in thousands] 


REPORTED AUTHORIZATIONS (INCEPTION 


THROUGH MAR. 28 


1956) 


Purchase authorizations issued ! Esti- 
mated 

1 CCC 
invest- 

ment plus 
cost of 
financing 





Ocean Control office 
trans- 
porta- 


tion 


Quan- 
tity 
(approx- 
imate) | 


Commod- 
ity 
amount 


Million 
tons 


, 970 
26, 126 


, O20 


, 600 
h, 067 , 587 
, 020 779 
URI ci caer daa ee arcna aoe 38, 723 
5,114 5, 250 
650 650 

, 200 , 200 
9, 831 25, 887 
. 531 8, 447 
. 336 

53, 393 

, 266 

5, 000 

27, 643 

3, 733 

52, 065 

2, 000 

, 207 

5, 205 

195, 596 


848, 428 


, 021 
, 425 
340 
675 


49, 258 
5, 000 
, O15 
A, 940 
, 810 
5, 721 
2, 000 
23, 061 
15, 000 
_105, 014 





Finland... 


Indonesia. .......--.--| 
Iran (amended) ___--_--!| 


Italy (amended) 
Pakistan 


Spain _ - 





$3, 100 | 
3, 800 | 


W heat and flour 
| Tobacco 


49.5 | $488 $6, 947 


3, 871 


Chicago, Ill_._-- 
Washington, 
D.C. 
Chicago Ill__--.- 2, 
Dallas, Tex. -.-.- 72, 
.do- 
_.do : 
C incinnati, | 4, 
Ohio. 
Dallas, Tex- - --- 
New Orleans, 
La. 


1,140 015 
186 

19 
137 


362 


Rice, milled___- 
W heat and flour 


Rice; milled 
| Cottonseed 
| and/or 
| _ bean oil. 
| Linseed oil 


| 30, 746 
| 
| 
| 
| Wheat 5 | | 
| 


oil 15, 636 
soy- 
Cincinnati, 106 
Ohio. 
| Chicago, Ill 
63 | Cincinnati, 
| Ohio. 
3, 872 | 


9, 430 
| Tallow and/or | 1, 063 


85, 011 


146, 518 


671, 994, 946 


589 | | 35, 761. 





See footnotes at end of tables. 





Sales of surplus commodities for foret 


1466 


n currencies, 


Mar. 29 through Apr. 18, 1956—Continued 
JMMARY BY COMMODITY—CUMULATIVE TO DATE 





Commodity and country 


Barley 

Beans, dry edible _-__- 

Beef, fresh, frozen, and canned 
Butter 

Cheese 

Corn 

Cotton 

Cottonseed oil, re fined _ 

Ghee 

Grain sorghum_- 

Lard 

Linseed oil 

Milk, dry 

Milk, evaporated - 

Oats 
Potatoes 
Poultry, 
Rice 
Soybe an oil -- 
Tallow or grease___--- 
Tobacco 
Wheat and/o 
Whey, 


canned and frozen 


r wheat flour_- 


Control offices 
Boston, } 
Chicago, Il 
Cincinnati, Ohio 
Kansas City, Mo 
Minneapolis, Minn 
New Orleans, La 
Dallas, Tex 
Portland, Oreg-- 


Washington, D. 
Ws ash ington, D. C. 


lotal purchase authorization issued 
Committe d programs 3 
Interest on CCC 


scsi lacs ld elenies canals inner 1, 260, 272 


Dollar reimbursen 


horization 


total 


Less total estimated use... ...- palliaigie ict Ganinneiciaiioetis mwa nctianigiidimienens siete aunties 


investment (February) 


Purchase authorizations issued ! 


. | 
Commodity | Ocean trans- 
amount | portation 


Quantity 
(approximately) 


216 MT .---- 
NEE se ticrinee 


| 18 MT 


jf 3 es 


| 382 MT__- 


782 bales _- 


| 71 MT. 
119MT__- 
| 146 MT__- 


52.5 MT 
4.2MT_. 


__| 5 MT 


4.2MT 
65 MT. 
30 M -~ 


1, 900 | 


622 


63 | 


$26MT____......| 3, 286 | 907 
3,192 MT 5 | 


35, 761 





21, 369 | 


Estimated 
CCC invest- 
ment plus 
cost of 
financing 


$22, 181 

307 

10, 000 

5, 655 

1, 059 

38, 943 

152, 477 

104, 103 

4, 362 

11, 254 
15 ov, @ 763 

1, 959 

2, 352 

1, 246 

6, 234 
1, 821 

1, 200 

125, 332 

10, 622 

1, 063 

47, 193 

429, 670 

150 


994, 946 


Commodity amount and 
ocean transportation 


1ent to CCC for foreign currencies used 


nn UU Ns dca eeabeohbouinabanbe 


See footnotes at end of tables. 


707, 350 


094, 946 
3, 871 


3, 906 
1, 500, 000 
1, 260, 272 


243, 634 
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Sales of surplus commodities for forei 7 currencies, 
Mar. 29 through Apr. 18, 1956—Continued 


SHIPMENTS REPORTED—CUMULATIVE TO DATE 


[All data in thousands] 





Shipments reported 


Pur- Rien 

chase | | Estimated 
Country | author- CCC in- 

| aaron | Commodity Quantity eee 
| | of finane- 
ing 


Argentina , i 9.4 $7, 143 
‘ 10. 727 
Total... ‘ | 17, 870 
Austria Sa lei a ae 6, 722 
ee rnnckcess ieee 509 
Cotton 500 
Corn 
Lard 








Wheat 29, 117 
RM Gikssecee saa 587 
Corn... 701 
Wheat flour chi 1, 040 


31, 445 


Cottonseed oil 7.3 I : 3, 120 
WR ect cnucoxes 36.6 } a 3, 774 


Wheat 

h Cottonseed oil_- 

25-03 | Cotton 

SO Fin icc Oe coc nsec. 





29-01 | Wheat- 
29-02 | Cottonseed oil_--_----- 
29-03 | Tobacco 


30-01 | Wheat_.- 
30-02 |.....do- -- 


18-01 | Tobacco 
18-02 | Cotton 


2, 


Wheat - 57 MT 
26-02 | Soybean oil 
i ree eee c 
26-04 | Corn. eed anche M Oe 
26-05 | Milk, ev aporated - 
26-06 | W heat 
26-07 | Cheese--.- 
26-08 | Milk, dry 
26-09 | Whey, dry 


QS bi cicd kone hes 


16-01 | Wheat_- : 49.3 MT 

16-02 | Grain sorghum 38.1 MT 

16-03 | Butter. pa 11.1MT_- 

16-04 | Cottonseed oil.. | 

16-05 | Cotton__- za od cae ai 
| 16-06 | Tobacco : ; 0.1 MT_-. pees 
| 16-07 | Wheat.-___.- Sécdamal tee ae 


See footnotes at end of tables. 
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Sales of surplus commodities for foreign currencies, 
Mar. 29 through Apr. 18, 1956—Continued 


Pur- 

chase 
Country author- 
ization 

No. 


Israel—Continued 16-08 
16-08 
16-09 
16-10 
16-11 
16-11 
16-12 
16-13 
16-14 
16-15 
16-17 


20-01. 
20-03 
20-04 


Japan 22-01 
22-02 

22-03 

22-04 

22-05 

eet ; 
ad 24-01 


Pakistan _.| 15-01 
15-03 

15-05 

15-06 

15-07 

15-08 

15-09 

15-10 

15-11 

15-12 

15-13 

15-14 

Total --_- si 
I cidctistieentens _..-, 13-01 
13-02 

13-03 


Spain 


Total. 


Thailand___ = 23-01 
are 8 a = 10-01 
10-02 
10-03 
10-04 
10-05 
10-06 


See footnotes at end of tables. 


{All data in thousands] 


Commodity 


Grain sorghum 
Barley 

Rice 

Wheat 

Barley 

Grain sorghum 
Cotton 

Milk, dry 
Butter 

Cheese 
Cottonseed oil__.. 


Tobacco 
Cotton_. 


Wheat 


Tobacco - - 
Cotton 


Tobacco 
Linseed oil_ 
Cotton___- 
.-do- 
se 
” _do-. oe 
do 
do ee 
do 
do. 
= do -= 
Tobacco-___-- 


Shipments reported 


Cottonseed oil. 


Butter __- 


Corn 
Cotton_- 


Cottonseed oil____- 


Tobacco 
Soybean oil 
Cottonseed oil 
do ' 
Soybean oil 
Potatoes - - _- 


Tobacco 
Wheat - -_- 
Barley 
Oats 


Barley - ; 
Cottonseed oil 


Quantity 


30.7 MT 
9.7 MT 
0.3 MT 
84 MT 
9 MT 
31 MT 
3.6 bales 
1.2 MT 
2.1 MT 
0.4 MT 
1 MT 


‘2MT 


4 barrels_. 
48 MT_- 


93 MT 
372 MT. 
57 MT... 
3 MT. 
187 barrels 


55 barrels- 


0.7 MT 

1.0 MT- ; 
2.2 barrels. 

4 barrels__-__ 

2 barrels____- 
1.4 barrels 

0.5 barrel___- 
21 barrels. -___- 
0.9 barrel___ 

1.4 barrels_____ 
3.6 barrels__- 


100 MT _- 
3.6 MT __-. 
0.07 MT 


Estimated 
CCC in- 
vestment 
plus cost 
of finane- 
ing 


$2, 720 
929 

44 

, 709 
RAS 
3,415 
719 
5O6 

3, 672 


355 


, 892 

39, 373 

, 680 
57 


35, 025 


, 548 
|, 865 


, o48 
457 
44] 
834 
383 
282 

95 


5, 464 
4, 605 
169 


39, 405 

2, 000 

8, 747 

7,693 

5, 000 

4, 049 

6, 716 


5, 687 
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Sales of surplus commodities for foreign currencies, 
Mar. 29 through Apr. 18, 1956—Continued 


[All data in thousands] 





Shipments reported 








Pur- = 
| chase 
Country author- 
| ization 
No. 


Estimated 
CCC in- 
vestment 
plus cost 
of financ- 
ing 


| 
Commodity | Quantity 


| 


| 


United Kingdom.....-......---- Tobacco 197MT. aac $15, 205 
Vissi ai nacidhncc en euned Wheat wee a 16, 240 
bck SARE 2 anki y othe ad eee a ET eee 38, 329 
Cotton nee | 55 bls ieee ae 10, 092 
WER cwhhthincsdes | 102 MT ae 13, 051 
keke | 300 MT eee 39, 465 
. ._ ee i | 25, 576 
Lard Poatncte 3, 032 
Total 145, 785 





Total 





| Report No. 32 reflects individual authorizations issued through Feb. 29, 1956. Details of all individual 
authdrizations will be repeated periodically, thus enabling users to dispose of copies of the report from 
time to time. 
2 To be shipped cost and freight or cost, insurance, and freight. Amount for ocean freight included as 
follows: 
Amount Amount 
Country included Country included 
RII 2 insa5 5 3-thcceta ania blmid loeoocedaatin $600 ‘ 7 cha ecradnssanie deanecon $650 
SSS aa ee 126 sx. Debaud wesc CSE tee 700 
I i ach a gk anise etidiernth pie mdiatiaiingsts 3, 923 : es a a 
oO Ue 967 ee kL 1,315 
Ecuador 270 Bsns 5 
> 2,107 aceasta eae 100 
1, 436 a 
I, icin cece scmettdctlen dene aulne 2, 985 f 23, 969 
Israel 2, 811 


? Austria, $300; Brazil, $615: Burma, $21,700; Chile, $41,960; Colombia, $1,333; Finland, $5,254; Indonesia 
$63,084; Iran, $13,150; Israel, $504; Italy, $107; Korea, $60,173; Peru, $2,101; Spain, $47,174; Turkey, $4,000. 
(Valued at preliminary program estimates.) 

‘To be shipped cost and freight. Amount for ocean freight differential included as follows: 

BE Satchsicckestccsssteue sisal niawhslbaudaasdealon tewlndad basiobile china aaludaly ee: ee 

; sibel 426 
Greece . i 4 122 
Indonesia ; : : 249 
Be soicncpocescaatuxecthcseuWnesanrouenesusucummecad cera A ES ne ppaears 485 


Total 
Reflects wheat-bushel equivalent. 


Mr. Wurrren. This is very serious with me. We had an investi- 
gator’s report which we released and I hope it has had the attention 
of the committee. While there is no agreement, I can see a lot of 
changes in the Secretary’s statement which lead me to believe that 
some of these investigations and points we have made have registered 
and that the Department is working to help carry out some of these 
things. 

There, apparently, has been a change in sentiment. 

We had testimony before our committee—and it is well worth the 
study of this Congress and this Department—that sales for foreign 
currency resulted in about one-third of the currency being set aside in 
banks in those areas and converted to American dollars. 

The man who testified before us was down here on the basis that 
he was really helping us in this foreign currency sale. He was help- 


72013—56—pt. 4——__5 
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ing us in this way: Many of these foreign countries were not interested 
in our getting commodities into their countries for their currency 
unless someone in those countries was getting a cut out of it. I am 
talking about private citizens. 

He cited examples where by taking one-third of the price for our 
agricultural commodities in foreign currency and converting it into 
American dollars, they would set up distr ibuting agencies for Amer- 
ican agricultural machinery and would take missions to the loca] peo- 
ple in those countries. Shipments of this machinery would be made 
under these agreements. 

Let us analyze what that means: It means that under those con- 
ditions one-third of the foreign currency is, in turn, used to buy 
agricultural machinery with which to compete with the American 
farmer. It means that of the cotton sold for foreign currenc Vv, one- 
third of it was used for cotton gins and cotton machinery with which 
to put the American farmer out of business. The American cotton 
farmer through this program is being used to put himself out of bus- 
iness. 

The man heretofore referred to had a different point in mind. 
He was here on the basis that he was helping, but judging from his 
discussion as to what he has done and how the program is working, 
it means that American ag Tic ‘ultural commodities are, in turn, being 
used for agricultural machinery which is being aan 4 to those 
countries, and, when used for the same purpose, competition is set up 
with our own products. 

I mention this at this time for the purpose of urging serious inves- 
tigation as to that matter. 

Mr. Burz. Mr. Chairman, I have some difficultv following that: 


the point you ice about a part of this foreign currency being con- 
verted into dollars. . 
Mr. Wuirrren. Yes: and the dollars in turn used for the purchase 


») 


of agricultural machinery. This man has actually been in 2 or 3 


1 


of these countries, I do not care to belabor him, however, in the record. 
Mr. Wuerter. We tried to track that down, Mr. Whitten, and I 
cannot figure out what he is referring to. 
: the commodities are sold, all of the foreign currency goes 
United States Treasury, and at that point, and in accordance 
with the agreement—and that is why we showed this statement on 
an agreement basis—they are then available for use under section 
104 (a) through section 104 (h) for the various purposes specified 
inthe act. Then, before they can be used by any Government agency, 
that Government agency has to go to the Bureau of the Budget 
with a specific project, and get those funds allocated for “ purpose. 
At that point, then, the Government agency can use the foreign 
ney for these various specific purposes, but how the foreign 
ey in a foreign country could get converted to dollars, I just 
annot understan l. 
Mr. Warrren. How about loans under your grants for multilateral 
trade and economic development ? 
Mr. Butz. But, those are foreign currencie 
Mr. Wueetrr. Under section 104 (g) there is authority to make 
loans for foreign development to the foreign countries. Those are 
loan contracts worked out by ICA. After this came up before, we 
for a statement that we could furnish the committee as 
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to the manner in which they negotiate those loan agreements, and 
carry them out, and I have that statement and I will be glad to insert 
it. 

I do not see any way in the process described by them that the 
moneys could be converted as you have described. 

(The statement referred to is as follows :) 


STATEMENT BY INTERNATIONAL COOPERATION ADMINISTRATION 


LOANS OF LOCAL CURRENCY PROCEEDS OF SALES UNDER THE AGRICULTURAL TRADE 
DEVELOPMENT AND ASSISTANCE ACT OF 1954 (PUBLIC LAW 480, AS AMENDED) 


Agreements for sales of United States surplus agricultural commodities under 
Public Law 480, as amended, usually provide that a substantial amount of the 
local currency sales proceeds accruing to the United States may be loaned 
back to the country to promote multilateral trade and economic development. 
The act provides that these loans shall be made through established banking 
facilities of the country or in any other appropriate manner. Strategic ma- 
terials, services, or foreign currencies may be accepted in payment of the loans. 
By Presidential order, the International Cooperation Administration is respon- 
sible for determining the manner in which these loans shall be made, subject, 
of course, to the Overall guidance of the State Department with respect to foreign 
policy. 

Upon the conclusion of the agreement for sale of the commodities, negotiations 
to conelude a supplementary loan agreement are initiated by the United States 
representatives with foreign governments. The loan agreements specify terms 
and conditions of repayment, ete., which have been developed in consultation 
with the National Advisory Council on International Monetary and Fiscal 
Problems. The Export-Import Bank acts as the agent of ICA in executing 
the agreements and servicing the loans. The loan’‘agreements usually provide 
only that the local curreney will be lent for the general purpose of promoting 
economic development. 

Up to March 7, 1956, Public Law 480 loan agreements have been signed with 
7 countries, providing for local currency loans of the equivalent of $93.75 million. 
Negotiations are actively underway to conclude additional agreements. 


Title I, Public Law 480, loan agreements signed as of Mar. 7, 1956 


Million dollars 
Country: equivalent 

AUSITIO.....<- a 5 a asc : os 
Chile : in : j . 4.0 
Bevador.....isn= : 
Israel_- 
Japan 
Peru_.._...- 
Spain 

Tetal..... 


Supplementary agreements for the utilization of loan funds are developed 
jointly by the United States and the foreign governments. The most important 
emphasis in the utilization of these funds will be upon projects designed to in- 
crease standards of living and purchasing power abroad. Insofar as projects 
in the field of agriculture are concerned, the use of these funds is encouraged for 
projects designed to improve production of complementary crops, tropical crops 
such as coffee, and cacao, which are not produced in the United States and are 
in world demand. As a general rule, the United States does not agree to the 
use of these funds for projects which would tend to result in increased foreign 
production of surplus agricultural commodities and reduction of United States 
agricultural exports. Certain exceptions may be made when it appears tl at it 
is in the best interest of the United States to do so. 

The only exception made thus far occurred in the negotiations for sales to 
Japan. In fiscal year 1955, Japan agreed to purchase $85 million worth of sur- 
plus commodities for yen, including over $14 million of rice and $34 million of 
cotton, These amounts comprised practically all of the rice and over one- 
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quarter of the cotton covered by Public Law 480 sales agreements in fiscal year 
1955. This sale offered one of the most effective ways of carrying out the pri- 
mary objective of the act of increasing consumption of United States agricultural 
commodities in foreign countries. Japan has been traditionally the largest 
single export market for United States cotton, and has been second only to Cuba 
as an export market for rice since the postwar development of the United States 
rice export business. The acceptability of American rice, combined with the 
fact that Japan’s cotton spinning capacity is by far the largest of any noncotton 
producing country in Asia, provided an opportunity of increasing exports of these 
commodities, as well as others included in the sale, well above the amount which 
the United States could otherwise expect to sell for dollars. Before the sales 
negotiations could be satisfactorily concluded, however, it became necessary for 
the United States to agree n advance that about 15 percent of the projected loan 
of $59.5 million of yen could be used by Japan for agricultural projects. Since 
Japan must import 25 percent of its food requirements, however, any increase 
in agricultural production which may result from these projects undoubtedly wil! 
be used for domestic consumption. Agricultural production in Japan has not 
kept pace with the increase in population, nor is it expected that it can do so in 
the future. 

Up to the present time, the equivalent of $76.63 million has been approved for 
use of loan funds which will become available pursuant to the loan agreements 
signed to date. Agreements have not been reached as yet for utilization of the 
loans to Austria and Spain nor for the total amount of the loan to Chile. Actual 
disbursement of funds to the foreign governments totaled the equivalent of $57.1 
million as of January 31, 1956. These are authorized by ICA as funds are re- 
quired to implement approved projects. Allocations and apportionments of 
funds are made to ICA by the Bureau of the Budget as deposits are made in 
United States accounts 

Following are brief descriptions of approved projects in each country: 

Chile-—Three projects totaling the equivalent of $4 million of pesos have 
been approved for use by the Government of Chile in its development program : 
$2.5 million of pesos will be used for extension of hard surfacing of sections of 
the highway connecting cities in the highly populated Central Valley of Chile 
The equivalent of $250,000 of pesos will be used for remodeling, improvement 
and construction of additional facilities for the agricultural training center to 
serve the provinces of Maule, Nuble, and Concepcion. The remainder of the 
loan, or the equivalent of $1,250,000, will be used for improvement for all- 
weather use of the general network of roads serving these provinces. 

Ecuador.—One project totaling $3,100,000 of sucres has been approved for use 
by the Ecuadorean development bank to establish agricultural credits. These 
will be used to promote increased production of coffee, cacao, and bananas in 
the tropical coastal area. 

Japan.—About 85 percent, or the equivalent of $50.7 million of the local cur- 
rency loan to Japan will be used to finance the local currency costs of additional 
power facilities. Some of the construction is already underway and prepara- 
tory work is proceeding on others. Completion of the projects will increase 
present power facilities by about 1.6 million kilowatts. 

The 15 percent devoted to agriculture will be used for two major projects 
About $8.4 million of yen will be released for irrigation and reclamation work 
in northern Honshu and Hokkaido. This will permit continuation or comple 
tion of work previously started by the Government of Japan. The land will be 
used for production of wheat, rice, potatoes, fruit, and vegetables. 

The remainder of the funds of $440,000 of yen will be used to pay part of the 
administrative costs of the Japanese Productivity Center to promote industria! 
and agricultural productivity. 

Israel.—Projects have been approved for utilization of the foreign currency 
loan of $7.4 million. About $4.9 million of these funds will be used to finance 
irrigation and well drilling. The improved land will be used for production of 
noncitrus fruits and vegetables and the Israeli Government has gone on record 
that it will not be used for production of crops competitive with those available 
in the United States for export. One and seven-tenths million dollars of Israeli 

pounds will be used for development and extension of electric power facilities 
The remaining $811,000 of the Israeli pounds will be used for development and 
improvement of non-citrus-fruit plantations. 

Peru.—Agreement has been reached on one project in Peru to cover $2,630,001 
of local currency costs of an irrigation project in northern Peru. The dolla 
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costs of the project are being financed by an $18 million loan from the Inter- 
national Bank for Reconstruction and Development. The newly irrigated land 
will be used primarily for the production of bananas, coffee, and cacao. No 
agreement has been reached as yet for utilization of the remaining $5.12 million 
of pesos covered by the loan agreements. 

Mr. Wutrren. The reason I am going into this is because I am seek- 
ing light on it. I want to ascertain if, perchance, the I. C. A., which 
is appropriated dollars each year, is buying machinery and making 
it available with American dollars to country X in consideration of 
the Treasury not making such foreign currency in an equal amount 
available to our foreign- aid people for use in still other things. 
There are several ways w vhere it can be done, and this man says, fr ankly, 
it can be done. 

Mr. Burz. But that is different from a conversion. 

Mr. Wuitren. The mechanics might be different, but the end re- 
sult is the same. 

Mr. Burz. I thought you mentioned a while ago that they took some 
of this from currency generated under Public Law 480 and converted 
it into dollars and used it to buy machinery. 

Mr. Wuirren. That is the statement as I recall it, but whether the 
man mentioned that we took them in through a rate of oe I 
do not know, an exchange, one currency for the other currenc y- Ido 
not know whether he meant they did it that way or did it by substi- 
tution. 

My recollection is that he said it was deposited in the bank to the 
credit of the United States—and not brought back here physically 
and dumped in the Treasury—but that the ‘foreign country, in turn, 
was using about one-third of it for conversion into dollars which, in 
turn, was used to buy agricultural machinery. This man made that 
frank statement, and he i is in that line of business. He is just back 
from a number of countries which he told us about, and I have no 
reason to question him. 

Mr. Burz. He, no doubt, was selling machinery for dollars. 

Mr. Wuirren. He is doing it, and he came here on the basis that 
he was helping our agric ultural program because by this device of 
paying the machinery commissions to machinery dealers in that coun- 
try those people were helping get the country to go ahead and carry 
out the agreement that they had entered into because we were drag- 
ging our feet with that country in deliveries. 

Mr. Burz. Is there any way by which foreign currency can be con- 
verted into dollars by a foreign country ? 

Mr. Garnerr. I never underestimate the ingenuity of people to 
make a buck, and someone may have worked out some devious way, 
but as Mr. Wheeler just pointed out, the money is deposited to the 
account of the United States in a bank designated by the United States, 
and becomes subject to the control of the United States Bureau of the 
Budget. I just cannot see how such a thing could happen. 

Mr. Wurrren. Public Law 480 says 90 percent of it is beyond the 
budgeting processes of the Congress; does it not ? 

Mr. Bourz. Ten percent is reserved for United States uses. 

Mr. Wuirren. Ninety percent is beyond the control of the budget- 
ing processes of the Congress, as I recall the law. 

Mr. Burz. But not beyond the control of the Bureau of the Budget. 

Mr. Wuirren. Oh, yes. 
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Secretary Benson. No; I do not think so. 

Mr. Garnett. The Budget Bureau controls every nickel of it. 

Secretary Benson. Ten percent must be used for United States 
om poses. 

Mr. Wueeter. Ten percent must be available for purchase for 
dollars by other Government agencies for use to pay obligations 
abroad. 

Mr. Bourz. But, that would not include foreign machinery. 

Mr. Wurrren. There has been enough said here where this matter 
should be thoroughly investigated and I think our subcommittee will 
ask for such an investigation. 

Mr. Garnetr. We would welcome that. 

Mr. Wurrren. We are putting ourselves out of business with our 
own commodities; I think we are, based upon what he said. 

Secretary Benson. If there is any evidence to that effect, we wel- 
come such an investigation and shall be glad to take part in it. 

Mr. Wuirren. Off the record. 

(Discussion off the record.) 


AFTERNOON SESSION 


Mr. Wurrren. The committee will come to order. 

Mr. Secretary, as I pointed out earlier, during your term of office 
the investment in the Commodity Credit Corporation’s inventory is 
about three times what it was to start with. The farm income has 
gone from 7 percent of the national income to 5 percent. The farm 
percentage of the consumer dollar has gone down below 40 percent, 
the first time in years. Farm income has decreased 24 percent in 
the first 3 months. 

Now, after that experience, I wonder if you have had any change 
in viewpoint on the flexible price-support program which you have 
espoused. 


FLEXIBLE SUPPORTS VERSUS RIGID SUPPORTS CONTROVERSY 


Secretary Benson. Mr. Chairman, the flexible principle, of course, 
did not originate with me, nor did it originate with this administra- 
tion. It was written into both the 1948 act and the 1949 act. 

Mr. Wuirren. May I interrupt to ask if in those two acts they did 
not delay the effective dates? The law provided if and when, but 
in each instance the effective date was postponed. 

Secretary Benson. Yes, they took action to prevent the flexibility 
from coming into operation. Of course, in 1953 when we assumed the 

responsibility we started a very comprehensive study of the whole 
farm program. I asked the President to appoint a bipartisan Com- 
mission to assist us in that study, and that study ran for practically a 
full year. In that study we called on a lot of people for help, more 
than 500, none of whom were asked what their political affiliations 
were. 

The Commission was bipartisan, appointed by the President on my 
recommendation, and out of that study came certain recommendations 
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that went to the President. Then in turn the President made recom- 
mendations to the Congress in early 1954. 

One of the recommendations embodied in that set was a provision 
for flexible price supports for use on the basic commodities. I think 
that was a wise recommendation. 

Flexible supports have not had an opportunity to go fully into 
operation yet, certainly they have not had the opportunity to be tried 
as were the 90 percent supports, with the board clean of surpluses. 
We have had substantial surpluses, and we had them when we moved 
into office. Those surpluses have increased with the passage of time. 
The flexible provisions did not start to become operative until the 

1955 harvest, and then only partially. So I think they have not been 
given a fair trial as yet. 

My feeling has not changed regarding them except this: I think it 
is going to be very diflicult for any program, flexible or otherwise, 
to operate effectively so long as we have these very burdensome sur- 
pluses overhanging the markets, and that is why I have come to sup- 
port the soil -bank approach. 

I came to it rather reluctantly. I had hoped we might achieve the 
balance we want in agriculture without resorting to the soil bank, but 
after very careful study of the whole problem, and from a further 
study by our Commission and a review of some 20 versions of the soil 
bank, we finally came to recommend to the President, and he to the 
Congress, that the soil bank be used as the principal tool, or one of 
the major tools, in getting at this surplus situation. 

In the meantime, of course, the Public Law 480 program, which was 
a part of the President’s recommendations for 1954, has been put 
into operation, and the statement this morning and the comments by 
others here indicate the extent to which that instrument has been 
used in moving some of our surpluses into consumption. 

Mr. Wurrren. Mr. Secretary, my question was whether you had 
changed your viewpoint about flexible price supports, and I take it 
from your answer that you have not changed your opinion, but that 
you firmly believe that lower supports, in view of the quantities on 
hand, would be helpful to the farmer. 

In other words, of course we know the definition of parity itself 
will change, but the percentage of parity as you envision it would 
scale down in line with the supplies on hand. The more the supplies 
on hand, the less the price you believe the farmer should be assured 
in law, and you believe in the long run that would help the farmer? 

Secretary Benson. Generally speaking, the supports can be used 
effec tively to help stabilize prices, particularly at harvest time. They 
contribute toward more orderly marketing; more efficient marketing 
through the storage program. “They can move up as well as down. 

The supports were increased on soybeans this year and were jus- 
tified, I think, and also in the case of flax. 

Generally speaking, providing that we can once get normal condi- 
tions with these surpluses out of the way, those supports ought to be 
set at levels that will tend to move the products into consumption and 
not into Government storehouses where they are a drug on the market. 

Mr. Wuirren. That is a very fine statement. You make very good 
statements on vour side and I try to do the best I can on making them 
on my side. We still are not getting to the real question that I asked. 
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I asked if you still believe that the support level for the farmer should 
be reduced when supplies are large, and increased when supplies 
decrease. I want to know if you still believe in that principle, or has 
any substantial change taken place in your belief? You have de- 
scribed the abnormal conditions. 

Secretary Benson. I think that generally speaking those supports 
ought to work in inverse relationship to the supply. 

However, there are circumstances which probably should justify 
some variation from that. 

The Congress has given us 8 points, or 8 guidelines to follow, as you 
know, in setting these supports. We, of course, take a look at those 
always. Those are factors that ought to be considered. 

Mr. Wuirren. It still leaves you believing in the same principle. 

Secretary Benson. I believe in flexible supports; yes. As a general 
rule, I think they will be more effective through the years than the 
rigid supports. 

Mr. Wuirrten. I would have a strong argument, not only with you 
but with the President, in identifying one as flexible and the other as 
rigid. 

Is it not true that under the Democratic viewpoint—and I mean 
by that the viewpoint of most of the Democrats in Congress, if I can 
describe it that way—that under the old parity we also believed in 
flexibility? As I see it, the 90 percent is a flexible figure in that under 
the old formula it flexed upward with increasing farm costs and it 
flexed downward with decreasing costs. 

The major difference, as I see it between the viewpoint you have and 
T have, and the view point that most of the Democrats will go along 
with, is that the percentage flexes up and down in accordance with 
the supply on hand, by and large. Under the old formula the per- 
centage stayed constant on the basic commodities, but it went up and 
down with increasing farm costs to a far greater extent than it does 
under the new. You would say 90 percent is a rigid fixed price sup- 
port even though it went up and down in direct relationship to the 
costs that the farmer had to pay for what he bought. Can you not 
see that that is flexible too? 

Secretary Benson. Of course, under either program, you would 
have a change on the parity index which would have the effect of 
changing the support level. 

Mr. Wurrren. But would you agree that 90 percent of the old 
parity would be a flexible figure in itself in that it went down with 
the cost of what the farmer had to buy? 

The public has been told that it is a rigid high level support. But 
it flexed up and down in accord with what the farmer's costs were. 

Secretary Benson. You set the support at a percentage of parity 
and that percentage has not changed under the rigid support. 

Mr. Wuirren. That is right, but the dollars and the cents, which 
is what really affects the farmers, you will agree, flexed up and down 
in direct relationship to the cost of what the farmer bought. 

Secretary Benson. Yes. It may or may not fluctuate up and down. 
and that would be true of the flexible supports also. 
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NEW PARITY FORMULA 


Mr. Wuirren. I havea three-page definition here of the Department 
of what the new modern parity is, but as I read it, and from the 
questioning here, by and large the chief factor in your new parity is 
the average price the farmer will be receiving for the last 10 years. 
That is the major factor in your new parity, and it takes three pages 
to explain that new parity formula. 

Secretary Benson. Unfortunately, it is rather complex. I wish 
that we could simplify it. We have had directions from the sub- 
committee in the Senate to make a study of the parity formula. 

Mr. Wuirren. Now, Mr. Secretary, much has been made in your 
report of the value of the soil-bank program. You will agree that 
the soil bank was in the bill the President vetoed, so in the absence of 
a veto we would have had the soil bank. You will agree to that, will 
you not? 

Secretary Benson. Yes, that is right. 

Mr. Wurrren. Now, in the President’s own message he recognized 
a farm situation which I have described repeatedly. The situation 
was so serious since the President’s veto message that he raised vour 
own supports. On wheat he raised the support level from 76 percent 
of parity to 87.7 percent. On corn he raised your figure of 81 percent 
to 86.2 percent. On rice he raised it from 75 percent to 82.7 percent. 
On peanuts he fixed at 86 percent. 

Cotton is the only one that he reduced. He put that at 82.5 percent. 
Now, I believe under the law you fix the prices, but I take it that is 
a Presidential directive to you as Secretary to raise the levels. The 
law does not put it into the hands of the President himself. 

Now, can I take it from the President’s action that there has been 
any change on his part about not wanting fixed supports and not 
wanting high level supports but that still, so far as you know, he still 
believes in this flexible support, where it would go down in line 
with the supplies on hand, or do these increases which the President 
has directed you to make reflect any change in the administration’s 
belief in lower support prices when you have a lot on hand or not? 


SUPPORT LEVEL ON COTTON 


Secretary Benson. The President, I am sure, made himself quite 
clear in his message on this question of flexible supports versus rigid 
supports. His statement regarding that particular matter was very 
much the same as it was in his message of 1954, so I assume there 
has been no change on this question you mentioned about the support 
level on cotton. I think that I should point out there had been no 
decision made as to the support level on cotton. We did have some 
very frank discussions with certain Members of the Senate when 
the bill was pending, at their invitation, and it was thought then by 
inany people in the cotton industry, including the Cotton Council and 
others, that part of our problem in cotton was then, and of course 
still is, one of price. 

It would be nec essary if we were going to regain our foreign mar- 
ket and retain the domestic markets we still have, to do something 
about price, and we talked in terms of about a 234-cent to a 3-cent 
decline in price. It was thought that a part of that could be obtained 
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through the movement, which was in the pending legislation, from 
seven-eighths staple to average grade and staple, which would give a 
decline of about 2 cents, probably just a little more than that. Then 
moving to modernize the parity would give a fraction of 1 point, and 
then an adjustment in the support level would be required to get the 
balance of 234 or 3 cents. 

Now, the support level which was announced by the President in- 
volves a little less reduction than what we were contemplating in our 
conferences with the industry. It works out to about 2.6 cents, as 
I recall, less than it was a year ago as compared with the 234 to a 
3 cents decline contemplated earlier. 

All the dollars and cents levels for the basic commodities resulting 
from the President’s announcement are less than they were in 1955. 

Mr. Wurrren. C oming around to where cotton is the only one re- 
duced percentagewise in the President’s message, I am aware that the 
National Cotton Council has recommended reductions. I take strong 
issue with them as to the benefits of that. Cotton has lost the entire 
cord market. I have heard experts testify before the subcommittee 
the reason we lost the cord market was not because of price but that 
we had not been able to keep cotton from generating heat in truck 
tires and automobile tires and we had lost the market because we never 
could overcome that difficulty. 

It is my observation we have lost some of the cotton market on a 
use basis. 

Now, the representative of the Cotton Council testified before this 
committee, Mr. Ray Blake, and he said that the cotton farmer could 
not live on a price reduced enough for the reduction to be reflected in 
the retail price of the finished cotton product—a shirt, for instance. 

I take the view that if the farmer cannot live at a price low enough 
to affect the sales price at the retail level, then all you are doing is 
hurting the farmer without any resulting benefits to anybody. If 
the farmer’s reduced price isn’t going to be enough to be reflected in 
the retail price of the finished produc t, then all you are doing is hurt- 
ing the farmer. 

Now, on January 1, cotton was the only commodity out of 20 that 
the Department would not sell in world trade for what it would bring 
on a competitive basis, yet you set up cotton at the lowest support 
level of any of the basic commodities, and it is hard for me to under- 
stand unless the National Cotton Council wrote the ticket and unless 
you bought their argument and agreed that they spoke for the cotton 
farmer. 

Secretary Benson. In the first place, it is not the Cotton Council, 
nor any other council, that writes the ticket for the Department of 
Agriculture. 

Mr. Wuirren. You get your advice and counsel from various 
sources. 

Secretary Benson. We do, and it is in the interest of the industry 
that we do. 

I would like to say first of all our concern is: what is best for the 
cotton farmer and the cotton industry generally over the long pull? 
We have no other interest than that. 

If I could go back a little, you may recall that the first time I ever 
made an attempt to analyze the cotton situation was down in your 
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State at Cleveland, Miss., back in May of 1953. I had reached the 
conclusion in my own mind then, and it has not been changed since, 
that our cotton problem is primarily a two-pronged problem—pric e 
and research, and I so said at that meeting. 

I remember well the comment made by Senator Eastland. 

We have held a number of consultations with representatives of the 
industry through the months that have passed. Several times we have 
talked about selling cotton competitively. When we have done that, 
there has been a tendency to slow down private sales immediately. 
The industry itself for months recommended against the sale of cotton 
competitively. I might say that I shared somewhat the fear they had; 
namely, if we got into a program of this sort it might tend to take the 
place of private sales and to weaken and eventually destroy our pri- 
vate marketing machinery, that certainly we ought to do something 
on price and if we are going to enter a program of that sort there 
should be some control over the price levels in our own country, other- 
wise, we would set up a program whereby the cotton would all move 
from CCC and out into the market. 

Mr. Wuirren. If it takes that to give the cotton farmer some fair 
share of return for his labor, perhaps that should be done. Appar- 
ently he is not only trailing far behind other segments of our popula- 
tion, as shown by the { figures, but he is going way down below the other 
farmers, based upon the support level. 

Secretary Benson. I do not think that is true, because the support 
level in dollars and cents is only a reduction of 2.6 cents a pound, 
a is less than the industry recommended. 

I do not think that is the choice, and I hope it is not, because I do 
not want the Government to take over the operations of the cotton 
industry, and I am sure that you do not either. 

Mr. Wuirren. I do not, but under present conditions that is what 
the law provides, and if you have to use the law to protect the income 
of the American farmer, I say use the mechanics you have and im- 
prove your mechanics. 

Secretary Benson. I think a combination of the two is the best way 
out; namely, to do something on the price level and also do some- 
thing i in the way of selling Government stocks. That is what we are 
proposing to do, and also to promote research. It is a three-way 
program. 

REDUCED INCOME OF COTTON FARMER 


Mr. Wuirten. Now, the income of the cotton farmer is the number 
of his bales times his price less his cost. Every set of statistics that 
I have seen shows that the net income of the farmer in the Cotton 
Belt has already been below the average for the other farmers in the 
United States. If the number of bales times his price less his cost 
is his ine e to agree that that is true 
this variation in n support of the level n means that the net farm income 
under present conditions for the cotton farmer will fall still further 
below the average farm income of other farmers. Can you not see 
that that is bound to happen in the next year or two? You have 
hope in the long run he may get benefits from it; is that it? 

Secretary Benson. In the first place, you must keep in mind that 
cotton was at 90 percent last year and this movement certainly is not 
any effort to work a hardship on cotton. It is not singling cotton 
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out for any special adverse treatment. We have done the thing we 
thought was fair and reasonable. Now, it is true that the cotton 
farmer’s income has been reduced. Part of it has been a reduction in 
price; part of it has been a reduction in volume. Probably the latter 
is more important than the former. Many of the small ‘farmers of 
the South have another problem; namely, their cost of production is 
relatively high. It is not easy to mec hanize their operations. That 
is one of the reasons w hy we have launched this low-income farm 
program, which we call the rural-dev elopment program. We think 
it is aimed at the special needs of the small farmer and particularly 
the low-irtcome farmer in many of the southern areas. We think that 
program will do a lot more for the small farmer in that area than a 
difference of 1, 2, or 3 cents in the support level. 

Mr. Wuirten. Mr. Secretary, there have been 2 or 3 speeches on 
the floor of Congress on the theme that the only two that got reduced 
were cotton and peanuts. Those are products of the South and this 
is a case of penalizing the South, because historically they have not 
been too amenable to supporting the administration's policy. They 
have been with the Democratic Party by and large. Frankly, I do 
not subscribe to that. Those speeches, though, have been made. I do 
not think the President would do that and I do not think he has 
done it. 

Secretary Benson. I hope that you think the Secretary of Agricul- 
ture would not do it either. 

Mr. Wuirten. I will agree to that. 

Secretary Benson. There has been nothing of that sort. 


ADVISORY OPINIONS ON PRICE-SUPPORT LEVEL ON COTTON 


Mr. Wurtrren. I certainly do not think so. I do believe that this 
decision reflects the voermeee of those who made the recommendations 
to you, and that is the National Cotton Council and perhaps the 
American Farm Bureau. They were your chief advisers on the : answer 
of the cotton problem. Itake issue withthem. They have their view- 
point. I have no ill feelings; I just differ in principle. 

Senator Benson. I understand that. 

Mr. Wurrren. It is not penalizing the South, but you are following 
the advice you have had from those sources. 

Secretary Benson. We have sought advice from many sources. 
We have a Cotton Advisory Committee. It is true, we have seen 
representatives of the Cotton Council. We never close the doors to 
any group. 

Mr. Wurrren. My relations with them have been very cordial. I 
spent hours in trying to get them to change their minds on this. I 
have given up hope. Maybe 2 or 3 years from now they will change 
their minds on this like I got them to change their minds on sales. 

Secretary Benson. One of our most valued advisers has been the 
senior Senator from your own State, joined by the junior Senator. 

Mr. Wurrren. I have spent weeks trying to get him to see the light. 

Secretary Benson. I think he has seen it, Mr. Chairman. You and 
I do not agree. 

Mr. Wuirren. I will agree that that is a matter of opinion and that 
you are entitled to your own opinion on that. 
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Secretary Benson. I wanted to say that we have sought very wide 
counsel. We have had-this advisory council which has been in a num- 
ber of times. You probably feel that the growers are not adequately 
represented on that committee, but we tr ied to get a cross section. We 
got Mr. Patteson, who is a producer from Arkansas. We got Mr. 
Randolph. You may object to him because he is vice president of the 
Farm Bureau, but he is a farmer. 

Mr. Wurrren. My objection to the National Cotton Council and 
the Farm Bureau is not an objection to the organizations as such. My 
relations with them have been very friendly. I think that their view- 
point is wrong in this particular instance, and time will tell. We will 
find out who is right and who is wrong about it. 

Secretary Benson. I have had differences with them, too, from time 
to time. But in this case the recommendations of the people in the 
industry whom we consulted and the feelings of our own people in 
the Department who have studied this problem happened to coincide. 

Mr. Wuirren. Mr. Secretary, carrying this a bit further, I noticed 
in the paper where you said that if you did not get a soil bank, doubt- 
less you would have to cut these prices back again next year. Some 

people thought that was a little pressure to get the soil bank. 

Secretary ‘Benson. No. 

Mr. Wuitren. What frightened me was that maybe next year, if 
you are back in, you might reduce prices before the President stepped 
in. That is what disturbed me when you said that next year, if you 
did not get the soil bank, you would perhaps have to reduce them again. 

Secretary Benson. In the first place, I do not know whether T will 
be back in. Maybe that is not too important. 

Mr. Wuirten. We are like you like we are about the National Cot- 
ton Council and the Farm Bureau—we like you, but we just want to 
change your viewpoint. 

See cretary Benson. If I am back in, I hope I will do the thing that 
I think is best for the American farmer, and that is my intention cer- 
tainly now and in the future. I do not know what the support level 
will be next year. This year we have raised some and we have lowered 
some, but in another year we cannot tell what the crop situation will 
be and what the export outlook will be. There are many factors to 
take into consideration. 


FACTORS CONSIDERED IN DETERMINATION OF PRICE-SUPPORT LEVELS 


Mr. Wuitren. Mr. Secretary, I notice that the supply of corn and 
cotton and that the CCC inventories are about three times as high as 
you found them when you came in. Now, the President, notwithstand- 
ing your supplies on hand are about three times as large as they 
were as far as the inventories are concerned, saw fit to raise your 
figures on wheat, corn, and rice, but he has not on cotton. The Presi- 
dent, having raised the price on those three when the inventory has 
iner eased about threefold would indicate that the Presjdent in this elec- 
tion year, for some reason, is not setting price supports based on 
supplies on hand, because the inventories are alre ady about three 
times higher, but here we find the President in his veto message rais- 
ing + supports above your figures. What would be the reason for 
that ? 
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Secretary Benson. In the first place, I think that you should note 
that all the supports of the basic commodjties are lower in dollar and 
cents than last year; that while the percentage of parity shows an 
increase, the dollars and cents show a decrease compared with last 
year. 

Now, there were a number of factors taken into consideration. 
We set these supports anticipating, in part at least, we would still get 
a soil bank. This is about the level we had in mind had the Congress 
passed the soil bank at the time. We took into consideration the im- 
portance of some of these commodities to the national economy. We 
took into consideration the possibility for export outlets and the pros- 
pects of improvement in the overall situation. We took into considera- 
tion the drought that just hit some of the Plains States, and we are 
jnformed now that 1,700,000 acres of grain and wheat have been de- 
stroved. We also took into consideration the offer that was made dur- 
ing the debate for the compromise which we think in part at least 
was a moral commitment. All thetse factors went into the considera- 
tion of the final determination, and we ean still raise them. 


PRINCIPAL BENEFITS EXPECTED FROM SOIL-BAN K PROGRAM 


Mr. Wurrren. I hope that the Congress will act on this soil bank 
because you have been claiming that it will cure the ills of the world. 
I want to show that it isno answer. I believe in it as a soil-conserving 
program. I believe it has merit in its own right, but I do not believe 
it is a substitute for farm income. I support it for the soil benefits 
that it has as against the other. 

The President in return for vetoing the soil bank, which he had 


before him in the bill, increased prices to offset the soil bank. 
Secretary Benson. That was a factor. He wanted to boost the 
farm income this year, and he counted on the soil bank as a lot of us 
had, and I am still hopeful we are going to have it because I think 
it has a possibility of helping bring about a balance in our production 
picture and permit the flexible program to start operating effectively. 


A 


Mr. Wuirren. You think then that the soil bank will help to 
straighten this thing out. What are the chief benefits of the soil bank 
as youseethem? What will it doif we can get it ? 

Secretary Benson. I think the principal benefit overall is that it 
can be used as an effective tool to get our surpluses working down. 

Mr. Wuirren. By that you realize that the American farmers, 
under present conditions where you try to control them by acres, are 
going to throw fertilizer and good management and everything else 
into those acres to get every available bale or bushel out of them 
th: a heean. You realize that? 

cretary Benson. I think that we have been chasing acres around. 
W e ~ ave not proven that you can effectively control overall production 
by controlling the acreage of a few commodities. 

Mr. Wurrren. But you did hope through the soil-bank approach 
that by paying the farmer to take his land out of production that in 
turn would help bring supply and demand into balance? 

Secretary Benson. That is right. I look at it as an emergency 
effort, a one-shot operation and not a permanent program. 

Mr. Wuirren. I read in the press that one of the things in the law 
was that you could not go into long-term contracts and take the land 
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out for a long period and that that was one of the problems that you 
had with it. That would indicate that you had more than just a 
temporary interest, but a long-range interest. 

Secretary Benson. The conservation reserve, we feel will involve 
the Government entering into contracts for a longer period. The 
acreage reserve we thought would probably be not more than 3 or 4 
years. 
~ Mr. Wurrren. I will ask you this: Do you see a way to bring this 
thing into balance? You have been in office tor’ 3 years. You would 
not sell any cotton and very little of the other commodities, and I 
want to congratulate you on having come around to our view, but in 
view of that and your belief that a “further w ay to help this situation 
is to have a soil bank where the farmer will be paid to leave his land 
out of production 2 or 3 years, I wonder how much reduction in 
acreage the farmer would have to take under your plan to improve 
his lot. Looking at the figures here, during your service as Secretary 

f Agriculture, the cotton farmer has taken a ¢ a of 35 percent in his 
acreage. The wheat farmer has taken a cut of 25 percent in his acre- 
age. Now, you want a soil bank where you will pay him to cut his 
acreage further. 

Secretary Benson. No. 

Mr. Wuirren. Let me finish. Here is the tragedy of it. The soil 
bank is directed at making it worthwhile for him to further cut his 
acres. While we cut the American cotton farmer 35 percent, foreign 
cotton production is increased 5.1 million bales; 28 percent. Wheat 
has increased 329 million bushels, or 6 percent. Corn, 403 million 
bushels. 


I would like to have inserted in the record at this point, a state- 
ment on the foreign aid that we have furnished to promote agriculture 
in foreign countries. 

(The statement is as follows:) 


From April 3, 1948, to March 31, 1955, the United States foreign-aid program 
provided $984,159,436 in United States dollars to promote agriculture in foreign 
countries and created $710 million of counterpart funds for furtherance of 
igriculture in those countries. During this period the International Coopera- 
tion Administration granted a total of $476,819,000 for agricultural machinery, 
tractors, and equipment for foreign countries. 

On June 1 of last year, there were 738 United States agricultural technicians 
on duty in foreign countries, helping to increase agricultural production. Of 
such agricultural technicians, 240 are located in Latin America. 

Mr. Wurrren. During the years when the cotton farmer has been 
cut 35 percent and the wheat fi armer 25 percent, we find that the world 
acreage has not been cut but has be en increased. Every time that 
cut an acre here it shows up over there. ‘The President has recom- 
mended billions of dollars for this foreign-aid program again, and 
much of it will be used once again to build the Aswam Dam to put 
more acres into cotton production in the foreign countries. Much of 
the money will be used for irrigation and the building of roads and 
making absolute loans. 

Now, under the soil-bank idea to pay the farmers to cut their acres 
further, and if we are aware that every time we cut an acre here it 
shows up overseas—and we largely finance it—I am just wondering 
if your soil-bank idea and present policy are not leading to drying 
the American farmers’ production up to that just needed for the 
domestic market. That is the way that it looks to me. 
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I will ask you this—how much acreage cut would it take on the 
part of the American farmer to put in ‘this soil-bank idea? How 
much can he stand? How much in acres do you hope to get under 
this soil-bank idea—further reduction, I should say ¢ 

Secretary Benson. Mr. Chairman, I am just as much concerned as 
you are about these cuts in acres. In the case of cotton, they have 
been very severe. We have been directed in making them of course 
under the law. There was reason too for cutting the acreage in 1953. 
It should have been announced, probably, and put into operation 
before we came in. It was not done. That aggravated the situation. 
We have followed the law, I think very closely, and the cuts that we 
have made. I think it is not the answer. I think the answer is in 
the direction of price and expansion of markets, and would hope 
there would have to be no further reductions; if anything, an expan- 
sion in acres as the result of the soil bank program in the long run. 
We got to a point when we had about 60 percent of the world cotton 
market—that is, the cotton that moved in the export trade. It must 
not be more than 25 percent now, or 20 percent. We have lost that 
market in large measure because we have followed the program of 
pricing which has not been competitive in world markets. We have 
lost it because we have cut back our farmers and we have held an 
umbrella over the rest of the world and encouraged them to expand. 
I think that we have to get the markets back. It is going to take time. 

Mr. Wuirren. That phrase sounds like it might come from one of 
my speeches. 

Secretary Benson. Thank you. I feel that very strongly. There 
is no satisfactory substitute for markets for farmers, and that is par- 
ticularly true with regard to these export commodities, and we intend 
in the Department to do everything we can we feel is sound to help 
get them back, and we have to do part of it through price. We will 
do a part of it through sales programs. 

Mr. Wuirten. I notice in this statement which I had called 
to my attention the objective would be to shift about 25 million acres 
from cropland to water storage and conservation, and so forth. 

Secretary Benson. That is a rough estimate. 

Mr. Wutrren. What frightens me is that we have already had a 
35 percent cut in cotton acreage, and as a result of that approximately 
55,000 farm families were put out in the roads in the South. 

That was a deplorable situation. 

Now, we come up with a soil bank idea where one of the major 
purposes is to pay the landowner further money so he will cut out 
still more acres. For every planter that rents you any land, he is 
going to put a tenant out in the road. It is a program which tends 
to put more cotton farmers off the land and in the streets and in the 
roads. I know because I live in this area. 

Secretary Benson. I think the law has a provision in it to protect 
the tenants. Of course, this is an emergency operation in order to 
get things in balance. At the same time we will be pushing to in- 
crease markets abroad, but in the long run I think it will mean an 
increase in acreage. If I did not believe it, then I would not go into 
it. 

Mr. Wnuirren. I will give you credit for that, but I would like 
to argue about the soundness of the belief. 
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There are two things, as I see it, in this law, and you have heard 
my views on agriculture many times. So I will not repeat them for 
that purpose. However, as I see it, and for what it might be worth, 
the Congress in the early agricultural laws found that from ex- 
perience we should learn two things: You cannot control produc- 
tion by controlling acres; you cannot control world supplies and pro- 
duction by wor king on the American farmer. 

I think the soil bank plan is directed once again toward cutting 
back the American farmer without any international agreement or 
any basis in the world to hope that these foreign countries will not con- 
tinue to expand their production as we cut our own acreage back. 

Secretary Benson. Well, the soil bank plan protects the farmer’s 
income during this emergency period while we get things in balance. 

Mr. Wurrren. In the meantime, while he is vetting this income 
he is led into believing that everything is good w ith him, but within 
« period of 3 years the acres that he rented to you will show up in 
South America, North Africa and other areas. 

At the end of a 3-year period, if he rents his land to you his present- 
ly reduced acreage, judging by what has happened in the last 5 years, 
will show up overseas, and you have not cut world production at 
all. 

You have just moved American acres overseas, and paid our 
farmers in doing it. 

It appears to me to be a program of intentionally luring them into 
a sense of security while these acres really move overseas. That is 
the way I see it. 

Secretary Benson. I think, Mr. Chairman, there are two things 
involved here: We are also saying we are going to do something on 
prices, and we are going to move these Government stocks com- 
petively and that will have the effect of reducing world acreage on 
cotton and opening up an opportunity for more of our cotton to 
move abroad. 

Mr. Wurrren. I cannot quarrel with that argument because T have 
made it too long and too many times. I think that i is the only way to 
vet some degree of protection, but I would like to point out that Mr. 
Davis, who was an Assistant Secretary to you during the first year of 
your term, told the world that we were going to try ‘to hold our acres 
back but if the foreign countries increased their production, we were 
going to move back into production. However, unfortunately, you 
waited until January 1 to move back and then with the shorter staple 
that we have and only 1 million bales. 

The other point that I think should be pointed out and which is 
not commonly known, is that of this $8.9 billion worth of commodi- 
ties to which you make reference, less than 1 percent of those identical 
commodities have ever been offered for sale. In other words, you 
have sold practically 100 percent of what you offered for sale, volume- 
wise, 

These commodities that are played up in the press as being among 
the huge surplus have never been offered for sale. 

Granted, as I point out in my statement, you have offered certain 
small quantities of them for sale, and where we could get you to 
offer them, you sold them. However, of the supply on hand prac- 
tically less than 1 percent has ever been offered for sale. 


72013—-56—pt. 4-6 
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I question whether you can call them surplus when you have not 
tried to sell them. 

Secretary Benson. Of course, we have the problem, as I mentioned 

sarlier, about disrupting world markets. I gave the reasons why 
we have not moved on cotton earlier. All of the commodities s except 
one or now being offered for sale on world markets. 

As to the total quantity sold, I do not know how much that would 
amount to but you must keep in mind that of our total production in 
this country we only export less than 10 percent total through private 
channels, through the Government, and through every other source. 

Mr. Wuirren. I tried to point out as best I could what I see in the 
renting of land to the Government, and taking it out of the present 
limited allotment for the farmers. 

At the end of 3 years you will end up with further foreign expan- 
sion, I am afraid. Certainly, a 35 percent cut in acreage has not 
brought this into balance and if you have another 25 percent taken 
out, your situation gets 3 times worse, and it looks to me like that is 
the answer—that cutting acreage further is not an answer. 

The wheat farmer has been cut 25 percent, and the investments 
tremendously increased. So, it looks to me like that would be evi- 
dence that acreage cuts — 1 not bring it into balance. 

Secretary Benson. Mr. Chairman, we must keep in mind that there 
is a minimum acreage hich is another reason for the soil bank. 
Congress has set minimum acreages which I think has been done 
wisely, acreage in the case of wheat, and a minimum baleage in the 

ase of cotton. So, the soil bank will come in and move still further 
ond at the same time protect the farmer’s income in the process. 

Mr. Wuirren. I am very much interested in the farmer’s income. 
I am interested in it from a long-range basis, and that is the reason | 
believe in parity where the support level which the farmer gets will 
go up and down with the cost he pays. 

I strongly believe in that, but I am afraid we are going to get 
dependence on the part of a renter due to the fact that a part of his 
presently depleted allotment is further reduced when if he had farmed 

he would have gotten some income, but now by not farming it he 
just gets rent for it and his net income position is not improv ing, but 
instead you are paying him double rent. 

Secretary Benson. I think there will be some improvement. In the 
first place, the incentive which will be here, it seems to me, ought 
to be a little above what is normal net rent from that land. Other- 
wise, you will not get participation on a voluntary basis. Secondly 
I think the very announcement that we are going to get at these sur- 
pluses through the use of the soil bank will react quickly and give 
i bouyancy to market prices generally of those commodities to be 
affected. That will certainly affect the farmer, but we do not know 
how much of that will occur until we actually try it out. 

Mr. Wurrren. Everything you say, I can see, makes sense if the 
purpose is to cut American Pp rodu ction to the domestic market. 

Secretary Benson. That is not the purpose, Mr. Chairman. 

Mr. Wurrten. I clearly think th: at is where it lea de If the pur- 
pose were to do that, I can see where it is sound, but the fallacy of 
it as judged worldwide is the fallacy we have made in trying to 





hold our commodities off world markets and cut our farmers while 
everyone else is increasing. 

We are making the same mistake in trying to bring these supplies 
in balance by working on the American’ farmer alone. 

Secretary Benson. No, sir; we are working on several fronts. We 
want to do something on the price front and that will affect the 
amount of cotton moving into export and we will push our exports 
more and more and at the same time we will do something on the 
acreage level, but it will be very little. 

In the case of cotton I would hope, after the soil bank is in opera- 
tion, for a short period, under our present export program, that we 
can actually expand the cotton acreage. I know you have to balance 
that against technical improvements, more efficient production, and 
so on, but I am convinced that the economy of the South ought to 
have more acreage of cotton in the long run. I want to do every- 
thing I can that is sound to help bring it about. I think the soil 
bank will help. I think some adjustment in the price level will help 
and a push on our exports will help. 


ADVANCE PAYMENTS TO FARMERS UNDER SOIL-BANK PROGRAM 


. Wuirrren. I notice the President talks about prepayment of 
50 ae of this rental and that he is anxious to get the soil bank 
into operation and into law although he vetoed the bill we gave him, 
which was his privilege. Now he wants us to pass another one expe- 
ditiously and he wants to pay 50 percent of it in advance. What 
isthat?. I notice you mention it in your statement. What is contem- 


plated there ? 

Secretary Benson. This is contemplated: As soon as the farmer 
completes his plan for participation in the soil bank and submits 
to his committee—a committee of farmers—his proposal and his plan 
and they approve it, and the Secretary’s Office approves it, then some 
advance payment could be made to help him in meeting the e xpenses 
of seed and fertilizer and other expenses incident to the preparation 
and the planting of that crop. 

Mr. Wuirren. The message I read contemplated that you would 
pay him when he rented his land. In other words, the President is 
very anxious on these cultivated crops to get it before you start 
fall seeding and sowing? 

Secretary Benson. Yes, sir. 

Mr. Wrirren. As I understand it from his statement and yours, 

what you want to do is rent that land that normally would be in the 
soil- de ‘pleted crops of which we have such a large supply in the Com- 
modity Credit Corporation, and then you would want to pay him 
up to 50 percent of that land rental at the time the farmer agreed 
not to plant. Is that correct? 

Secretary Benson. There would be a maximum of 50 percent, and 
it might be less than that. I assume there would be some flexibility. 
In other words, the local committee would have a good deal of 
discretion. 

Mr. Wurrren. But, that is the objective; is it not ? 

Secretary Benson. To help pay the expenses which he would incur 
in getting his land in shape, and getting it planted. 
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Mr. Wuitrren. That is under the conservation reserve, but under 
this reserve where he is to take it out of wheat or these other crops 
where we are in trouble, that represents a case of renting his land in 
order to get that acreage removed. So, your payments there would be 
for the use of his land? 

Secretary Benson. From the standpoint of good farm management, 
Mr. Chairman, he will not leave his land bare. He will plant it to 
something, a cover crop of some sort, or to grass, or to something dur- 
ing the time that itis idle. He is not going to let it go bare so it would 
be subject to wind and water erosion. 

Mr. Wurrren. As you now describe it, if he has land that at least 
averages $1.84 per bushel for wheat, and if he takes land which he 
could have sown in wheat and could have gotten $2 per bushel and 
if he has to take that money ond spend it on doing something to that 
land, do you have any hope that anyone will sign up with vou? In 
other words, you are saying that the prepayment is to give him money 
to spend on his Jand, and we are talking about land that he would 
make $2 an acre under the President’s order. You are further saying 
that the reason you want to pay him half of it in advance is so he ean 
spend it on the land. Under that theory where is the farmer going to 
increase his income ? 

Secretary Benson. It would be up to the farmer as to where he 
spends it, but we would assume he would spend some of it on that 
land. In other words, it would cost him something. 

Mr. Wuirren. If he planted that land to fall wheat 

Secretary Benson. It would cost him something in the form of farm 
machinery and so forth. You cannot tell. I do not suppose there 
would be any restriction as to how he used it or what he used it for, 
but he would have to satisfy his local committee that he was sincerely 
entering into the program and taking his land out of production. 

Mr. Wuirren. You would pay him a maximum of half? 

Secretary Benson. Yes, sir. 

Mr. Wurrren. If he planted that land to wheat, in the fall of this 
year, he would harvest that next spring, and he would have wheat for 
sale. That wheat would show up as income in 1957. What the 
President wants to do is to give the farmer some of his 1957 income 
which he would have gotten for planting wheat, and selling it in 
1957, and give it to him in 1956. Do you not think that is kind of 
cruel? What he is actually doing is borrowing from what he would 
have in 1957 so he can have it in 1956. 

Secretary Benson. No: I do not think it is cruel. We are all anx- 
ious to get some money into the farmers’ pockets in order to improve 
his economic position as soon as we can. I think this is sound. If the 
farmer is going to participate actively in this program it will cost him 
something, and I think it 1s entirely in order that part of that payment 
be made ahead of checking full compliance. 

Mr. Wurrren. Let us say you paid him 50 percent in 1956 and he 
agreed not to plant that land in wheat. 

Secretary Benson. Yes, sir. 

Mr. Wnirren. Then, next year, he would not have any wheat to sell, 
but he would have the rent of 50 percent coming in for this land. 

Next year, in 1957, he would have half the income he would have 
had in 1957 if he had not fooled with the Government. 

Secretary Benson. No, sir. 
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I was just going to mention that we look upon this as a continuing 
thing; that he would get his advance payment each crop year. 

Mr. Wurrren. If you never did let him go back to the planting of 
the acreage, and let his acres stay overseas ; forev er, the only way he 
would not lose a half year is that this would be a continuing affair, 
hecanse if it were not he would always lose that last half year; w ould 
he not ¢ 

Secretary Benson. This is not any different from what a bank does, 
Mr. Chairman. Usually if a farmer gets a loan and agrees to do cer- 
tain things, they always give him something i in advance, and this is 
just in line with that procedure. 

Mr. Wutrren. No, sir; if you take this man’s land that he is going 
to plant in wheat this fall and from which he would have sold wheat 
next spring and you give him half the rent this year, next year he “i 
no wheat to sell and he has only gotten half of his rent in 1957. 
In other words he would only get half of his rent unless you had a 
continuing program where he got half of next year’s rent so that he 
is always 6 months overdrawn. 

Secretary Benson. In the meantime, Mr. Chairman, we expect this 
farm situation to improve and expect prices will improve in the 
market place. 

Mr. Wutrren. Well, Mr. Secretary, I reckon this is needling, but I 
think vou invited it: 

The first year you came in here you said farm prices were going up 
due to the public confidence in President Eisenhower, and. I think 
they had that confidence, but instead of going up farm income has 
gone down 24 percent and you and Mr. Morse were just as hopeful 
then as you are now except you did not have quite the same facts. 
Instead of CCC stocks going down, they multiplied 3 times, and 
instead of the farmers’ share of the consumer dollar staying at 49 
percent it has gone down to 38 percent. So, your high optimism is 
little bit threadbare in view of the 3 years that we have faced your 
opt mism. I have hoped you were right so many times. 

cretary Benson. I have been right sometimes, too. 

Mr. Wuitten. I am sure you think you are. 

Secretary Benson. I wish I could have been 100 percent right on 
our estimate that things were going to improve. They have improved 
some, I think. Certainly, the rate of decline has been slowed. We 
had a tremendously heavy crop which none of us anticipated in 1955, 
breaking all records. Our estimate is that farm income would have 
been $2 billion higher last year had it not been for these surpluses. 
One of our major problems was to dispose of them and get things 
in balance again. 

Mr. Wuirren. I am not arguing with you, or any of your folks, 
about getting rid of them. I think we have just about ruined our- 
selves as a result of the manner in which we have gotten rid of them. 
We must need to sell them and stay in the market and keep these people 
in foreign countries pushed back. 

Secretary Benson. I think the record is rather outstanding as to 
the extent to which we have been moving them. I recognize that in 
the case of cotton we have not done all you want us to do, but I think 
we can do a lot more in that field. 





1490 


EXPORTS OF COMMODITIES BY PROGRAMS 


Mr. Wuirren. I would like to make this clear before I forget it. 
I would like to have these tables changed. I want it to be clearly 
separate between sales for foreign-aid dollars where we give them 
the money and selling it as against sales through normal business 
channels for dollars. 

Secretary Benson. We can break that down for you. 

(The information is as follows:) 


Exports of agricultural commodities by programs, United States, fiscal years 1946-55, 
based on 1952-54 average unit export values 


[Millions of dollars] 


Grants Sales for dollars 


rors Sales 


Nida for Total 
Eco- eee foreign | Barter | ex- 


. ~1Irren- ts 
Govern- | Other § | CUTE : port 
| cies 
ment 


loans 4 | | 


‘iseal year e g June 30— | asus 
Fiscal year ending June Dona- | Civilian | ,ECo-, 
tions, sup- aid 


sec. 4161 plies 2 grants 3 


$231 | $1, 486 
1,098 | 1,613 
268 | 1,368 


37 1, 466 
Average, 1946-50 


Y61 
510 
370 
365 
hes ‘ 3 38 }.- oars 269 


Average, 1951-55 ait 52 | 5 495 





! Donations distributed by private and international organizations. 
2 Supplied by military to civilians in occupied areas. Exports statistics do not include those goods dis- 
tributed under civilian supply which were originally intended for use of our Armed Forces. These were 
equal to about 15 percent of total exports in 1946 and an additional 5 percent in 1947. 

3 Includes lend-lease, UN RRA, interim aid and economic assistance, etc. 

‘ Includes special loans such as the United Kingdom loan in 1947, Indian grain loan in 1952 as well as 
Export-Import Bank loans 

5 Includes CCC export sales at reduced prices, wheat agreement sales, sales under sec. 3 export payment 
programs. These programs accounted for about 15 percent of total exports in fiseal 1955, 

® Includes Commodity Credit Corporation under general authority of $19 million in 1953-54 and $11 
million in 1954-55. 


Source: U. 8. Department of Agriculture. 


Financial results of Commodity Credit Corporation disposals of price-support 
commodities in domestic and foreign channels, fiscal yeors 1953-56 


{Millions of dollars] 


tem 1953 1954 1955 1956 + 


Cost value of total disposals . oe os $5: $1,424 $2,115 

Recovered through domestic and export sales for dollars_- ; 33: 710 937 

Value of strategic materials received through barter 37 122 

Recovered from sales to IC A; sec. 32; other U. S. Government agencies 
and international organizations 

Reimbursable from sales of foreign currencies and appropriations for 
Public Law 480 

Direct donations, cost value 

Loss on sales... 


81 


i Partly forecast. 


Source: CSS Fiscal. 
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PRICE SUPPORTS ON PERISHABLE COMMODITIES 


Mr. Wurrren. Now, not to belabor the issue further, we turn from 
that to some of the other commodities. We have largely discussed 
the basic commodities. I was very much disturbed and have been very 
much disturbed, Mr. Secretary, about several things connected with 
perishable commodities where these supports are on a different basis. 
This committee for several years urged the Department of Agriculture 
to buy up surplus commodities and divert them to the school-lunch 
program. Each year, until this year, the Department asked that we 
cut the school-lunch program $15 million, but the Congress has always 
put the money back. The Department. has always insisted that the 
reason you could cut the school-lunch funds was because you planned 
to buy a whole lot more commodities. 

Secretary Benson. Planned to do what? 

Mr. Wuirren. Buy a lot more of the so-called perishable commod- 
ities and divert them to the school-lunch program. However, up until 
this year the records of the Department do not show you have done 
that. 

Secretary Benson. You mean that we have not bought more? 

Mr. Wuirren. No. In other words, you have not until this past 
year, 

Secretary Benson. I do not have those figures. What do they 
show, Mr. Butz? 

Mr. Burz. Mr. Chairman, we have two principal sources of donated 
commodities for the school-lunch program. One source is section 32, 
and the other source is section 416. 

The record shows that in 1953, for example, we put $51 million of 
section 82 funds into the school-lunch program; in 1954 we put $94 
million into the school-lunch program. Those figures compare most 
favorably with earlier years. Let me go back to 1951 and 1952, for 
example: In 1951 we put a total of $15 million into the school-lunch 
program of section 32 funds; $19 million of section 416 funds, making 
a total of $34 million of donated commodities. In 1952 we put a total 
of $16 million worth of donated commodities into the school-lunch 
program ; in 1953 we put a total of $51 million worth of donated com- 
modities into the school-lunch program, and in 1954 we put a total of 
S94 million of donated commodities and in 1955 a total of $70 million, 
plus $17 million for school milk, making a total of $87 million, 

In 1956 the planned figure is $129 million of donated commodities 
plus the school milk funds which would make it $179 million. There- 
fore, in each of the 3 years during which Mr. Benson has been Secre- 
tary of Agriculture our total of donated commodities to the school 
lunch program has been at least double, and in most cases treble and 
quadruple what it has been before, and especially over the figures of 
1952. 

REVIEW OF PRICE-SUPPORT PROGRAMS 


Mr. Wuirren. Those programs are based upon the fact, from my 
viewpoint, that the purpose is to support the commodity in the mar- 
ket and it comes back to the fact that the price in the market is the 
governing factor as to whether you should do it or not. 

For instance, we went in and bought cattle during this tremendous 
drought, but you went in and bought those cattle in the market place. 
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I came to Washington and had a rather lengthy argument with the 
Department as to the answer to it as I saw it, and that was to provide 
payment and give an incentive to this cattle off the market as you are 
now trying to do in the soil-bank program, as against going into the 
market and buying cattle and, ther eby, adding to the flooding of the 
market. 

I would like to know how much money you turned back notwith- 
standing the price we had for turkeys and for chickens and eggs and 
dairy products. What funds were turned back into the Treasury 
during those years that were not used for this price-support program 
of section 32% 

Secretary Benson. May I say that on the cattle purchase program 
we did both. We would go in and provide feed and grain at a saving 
to the farmer of $1 a hundred pounds and we also entered into con- 
tract programs with the States for hay. In addition to the purchase 
of beef for use in the school lunch program and other noncommer- 
cial outlets, we did that. 

Mr. Wurrren. There was about a year’s difference in time before 
you brought up the last one because I was up here and met with the 
head of the CCC. There was considerable delay from the time the 
first program started until the last one, as I recall it. 

Secretary Benson. Does anyone remember when we started these 
programs—the one on feed and the one on the purchase of beef ? 

I thought that started the same season, Mr. Chairman. 

Mr. ANDERSEN. It was 1954, I believe. I think I was still chairman 
of the subcommittee at that time. 

Mr. Wutrren. The point I am making is that I read in the press 
where when the hog prices broke last year the statement was made 
that they had not broken sufficiently for the Department to justify 
going in and supporting the price of pork. They had broken from 
around 20 cents, as I recall it, to around 15 cents. They broke then 
about 2 cents more, and then you went in and announced you would 
buy that $85 million worth of pork. 

As I view this law, the purpose is to stabilize the price and when 
you said it had not broken enough to justify moving in, that is an open 
invitation to the packers to further reduce in order to get some of 
that $85 million. 

Just how do you handle that program, and how do you buy it? 

Secretary Benson. Mr. Morse, could you cover the pork-purchase 
program ? 

Mr. Morse. We invited bids from packers and canners and others 
in position to process and pack pork products in a way in which they 
could be handled. 

Mr. Wuirren. What do you have reference to, Mr. Morse? Do 
you have reference to these poor cattle some years back? Tam talking 
about this year’s hog program. 

Mr. Morse. I am talking about hogs—canned hams, canned pork 
and gravy, and canned lunch meats. We handled the program so we 
could get pork products to schools regardless of the school location 
and regardless of their ability to refrigerate the products. 

In the early part of that purchase program we confined our buying 
primarily to canned products. Later on, as the quantity became such 
that we could see that we would be making some donation of pork 
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products to charitable institutions and others in need of relief, we 
bought some frozen products that could be handled under refrigera- 
tion. It was done by inviting bids on the part of packers, canners, 
and others who were in a position to process the products according 
to specifications. 

Mr. Wurrren. Did you buy from the lowest bidder? 

Secretary Benson. Yes, sir. We wrote up the specifications and 
submitted them as we invited bids. 

Mr. Wuirren. What requirement did you have that they pass on 
to the farmers any of these supports ¢ 

Mr. Morse. We have not found it practical to make such require- 
ments. Part of the bidders were people who were several steps re- 
moved from the farmer in the buying. Some of the people with the 
canning facilities would buy the por k products from the people who 
slaughtered the hogs and who were the first processors. 

Mr. Wurrren. In other words, you ended up with a processor pro- 
oram rather than a farm program ; did you not ? 

Mr. Morse. The program reflected back into the price that the 
farmer is paid. When you take such a large quantity of pork out 
of the market it affects the farm price. 

Mr. Wuirren. Mr. Morse, when you supported cottonseed, which 
is a Similar situation, you required the man who received your sup- 
port price to certify under the penalties of perjury that he would 
pay the farmer a certain price for those seed, otherwise he did not 
get money from the Government to support the end products which 
were oil and other things. 

Why did you not do that with respect to pork ? 

Mr. Morse. We do not know of any practical way to do it. For 
cottonseed, you contract with ginners who, in turn, deal directly with 
the farmers. That is quite different from contracting for a perish- 
able product like cattle or hogs. As you know, it is often a country 
buver who buys these, and he deals with the farmer 

Then he ships to some distant city where the animals are sold to 
a packer and the packer slaughters the animals. Then some canner 
who has canning facilities may buy the loins and hams and other 
eligible products | and do the canning. So, you have an entirely dif- 
ferent marketing practice. 

Mr. Wurrren. If I wanted to help the farmer, I believe I could get 
around the obstacles about which you are talking. 

Mr. Morse. If you will submit a practical plan, we would be very, 
very happy to consider it. 

Mr. Wuirtren. With all due deference to you, Mr. Morse, I would 
not want you to be the final judge as to whether it is practical, and 
you may return the favor to me. In other words, I do not know 
whether I could convince you. 

Mr. Morse. The people who are experienced in such program oper- 
ations handle it. We would want to consider any plan that you might 
submit. 

Mr. Wuitren. I would just want you to start off right now with the 
policy that anyone who received the benefit of this program would have 
to certify that he had reflected a given price back to ‘the farmer, and 
I think you could do it. Particularly is that true when it looks to 
me as if this program has been one to support the packers. Let us 
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look at the packers: Morrell & Co.’s income in 1955 was up 749 per- 
cent ; Hormel was up 101 percent; Rath was up 88 percent ; Wilson was 
up 79 percent, and High Grade was up 91 percent in 1955, while you 
were paying out this $85 million. 

That amounts to an average increase of 250 percent over 1954, and 
yet you never had any requirement that they pass any of these benefits 
back to the farmers, and that is one of the periods when the farmer 
was in bad trouble. 

Mr. Morse. Mr. Chairman, we started buying in November of 1955. 
You do not place orders and get delivery immediately. It takes time 
to acquire the ger ts, get the cans, and to do the canning before mak- 
ing delivery. So the bulk of the deliveries that we got in 1955 fell 
principally in December—1 month—so that I can assure vou that 
those profits did not reflect the buying of the Government. 

Mr. Wuirren. If we accept that statement up to that point, it does 
leave you where there is no occasion for the Department of Agricul- 
ture to supplement the income of these packers: does it not / 

Mr. Morse. Mr. Chairman, I can assure you, as the Secretary has, 
that these programs are in the interest of the farmers. They are not 
in any way in the interest of packers. We have no m: andate and no 
authority of any kind that I know of to support packers and proc- 
essors, 

Mr. Warrrten. No: but the effect of it is that when you just go buy 
their products and pay for them with no requirement that they reflect 
any one bit of it to the farmer, the net effect may be to support the 
packer. You have indicated nothing to even make them write you 
a letter that they are raising the price to the farmers, or doing any- 
thing. 

Mr. Morse. Mr. Chairman, if you will submit a practical way to 
buy hogs and cattle to accomplish what you are speaking of, we would 
like very much to have it. 

Mr. Wurrren. Will you accept it? 

Secretary Benson. Mr. Chairman, may I say that if it is practical 
I assume we would be very happy to accept it. 


ACTION TAKEN ON SUGGESTION REGARDING PORK-BUYING PROGRAM 


Mr. Anpersen. Mr. Morse, several of us—I believe Mr. Marshall 
and I and others—wrote letters to the Department around the first 
part of November of last year suggesting that consideration should 
be given in this pork-buying program to utilize at least part of that 
money in paying for light-weight hogs which came on the market. 

I heard the suggestion first advanced at the Senate hearings, I be- 
lieve, on the 28th of last October at Worthington, and T passed that 
suggestion on to the Department to the effect that, perhaps, we could 
attain what we were trying to do in improving the pork market by 
placing a $5 a head incentive for light-weight hogs coming in from 
180 to 210 pounds on the terminal markets, thus preventing the ac- 
cumulation of a lot of lard on hogs kept too long in the feedlots. 

The main point of what I contended at the time was that by such 
a payment it would go directly to the producers of the hogs them- 
selves because he brought those particular hogs into the terminal 


markets under such a situation. What consideration was given to 
that, Mr. Morse? 
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Mr. Morse. We gave very careful consideration to your suggest ions. 

Mr. Anpersen. Why did the Department turn it down? { do not 
recall exactly, but there is one suggestion which I consider to be prac- 
tical and you have said you would accept any practical suggestions 
relative to this matter, and I just wondered why the Department 
turned that down. 

I believe the reason stated for turning it down was something on 
account of the ground of unworkability, but I have to be convinced 
on that point, Mr. Chairman. 

Mr. Wurrren. Of course, I would like to say that I have wondered 
what they did with cottonseed all through the years, which I think is 
very practical. There, you support the end products, and you can 
work it out just as well on the same approach here through a certiti- 
cate from those who are the beneficiaries of these purchases which 
you can require a part thereof to go back as far as you wish. 

Mr. Anprrsen. Mr. Chairman, I would like to know why the De- 
partment turned that suggestion down. I believe Mr. Marshall was 
also interested in that very same thing. Just why did they turn it 
down 4 

Secretary Benson. There were a lot of lightweight hogs—— 

Mr. Anprrsen. Mr. Morse, will you place into the record at this 
point the reasons for the Department rejecting that particular idea? 

Mr Morse. Yes, sir. 

(The information requested follows :) 


STATEMENT CONCERNING PROPOSED LEGISLATION ON “‘HOG MARKETING PREMIUM 
PAYMENTS” 


The Department is in sympathy with the overall objective of better incomes 
for hog producers during periods of depressed prices. 

However, we cannot concur in the proposed legislation for the following prin- 
cipal reasons: 

Permitting prices of hogs to seek their own levels in the market with the tax- 
payers then making up the difference to producers between the market price and 
the specified levels in the proposed legislation would have several undesirable 
effects which would tend to outweigh the advantages to be gained. 

Compensatory or incentive payments if applied to one segment of agriculture, 
such as the hog industry, would probably lead to similar requests from other 
segments of agriculture and possibly nonagricultural segments of the economy. 

The added income poured into the hog industry would likely stimulate hog 
production far beyond our needs and tend to result in a self-perpetuating 
condition. 

Making payments above the market level for hogs of limited weight ranges, 
as provided for, could lead to the need for annual production quotas, down even 
to individual producers. It is difficult for us to foresee how the direct-payment 
“— ram could be put into effect without having these results. 

4 direct-pz aan program such as suggested would tend to make the hog busi- 
ness a closed business since the rights to produce under such a program would 
have to be restricted to avoid upsetting the annual quota which could be mar- 
keted. An additional factor adverse to such a program would be the likelihood 
that the windfall earnings resulting from payments above the market price 
would, to a considerable extent, be capitalized into farm values. 

Of course, these serious consequences for farmers would not show up immedi- 
ately, but their probable effects would nevertheless face agriculture over the 
longer period. 

The cost of undertaking the proposed compensatory payment program to hog 
producers would be high even with the limitations provided for. The cost of the 
program, for example, under price and production conditions of this season would 
he in the order of approximately $6 per head of hogs on which the payments would 
be made. The payment program would provide a strong incentive for producers 
to market hogs at weights under 200 pounds and, therefore, the volume of hogs 
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usually marketed at the lighter weights is not an appropriate guide to measure 
such costs. If, say, 50 percent of the hogs expected to be slaughtered in com- 
mercial establishments this year would be in the lighter weight range provided 
for, the costs of the program payments during one season would amount to $200 
million to $240 million. 

We feel that farmers should be encouraged to market their hogs at lighter 
weights than under recent conditions, but we should not wish to recommend that 
hogs be marketed for slaughter at less than 180 pounds. Moreover, there would 
be serious administrative difficulties of enforcing the weight limitations under 
such a program. 

The provision authorizing funds to conduct the proposed program would noi 
appear to be in keeping with the objectives of legislation providing for section 32 
programs, particularly inasmuch as the direct payments would utilize much if 
not all of the section 32 funds available, thus leaving little or no section 32 funds 
for any other commodities. 

The proposed legislation not only authorizes but directs the Secretary to make 
payments to hog producers under certain conditions. It would be undesirable to 
require such a payment program, especially under the limited conditions outlined. 
Other conditions affect the welfare of hog producers to a considerable extent and 
the Secretary of Agriculture needs administrative latitude as to the undertaking 
of a program such as this. 

This proposal would, during a period of seasonally and cyclically heavy mar- 
ketings, bring additional supplies to an overburdened market by encouraging 
marketings of hogs earlier than normal (at lighter weight). 


PRICE-SUPPORT PROGRAM IN CANADA 


Mr. Marsnauyi. Mr. Secretary, I was rather interested in picking 
up a report from the House of Commons in our neighboring country 
of Canada. 

The Agricultural Price Support Board has established the follow- 
ing prices for grade A carcasses at these public stockyards under this 


authority : 

Montreal and Toronto, $23 per hundred pounds; Winnipeg, $20 per 
hundred pounds; Calgery and Edmonton, $18.50 per hundred pounds, 
and on down the line. 

Secretary Benson. This is on cattle? 

Mr. Marsnaui. No; on hogs. 

Secretary Benson. These are dressed weights; of course? 

Mr. Marsuauy. Yes. I was further interested in noting that Mr. 
Gardner, the Minister, while being questioned about the program that 
they had, said that they had investigated and they found no instance 
where this savings had not been passed back to the farmers and, 
furthermore, upon further questioning he stated that they found that 
the trade had not only accepted these prices but in many instances had 
paid over the market price. The market was able to fluctuate over 
and above these minimum prices and from reading all of his report 
it seemed to be quite a mr aed ‘y program. 

Do you know anything about the program ? 

Secretary Benson. I “have not read his report, but I know Mr. 
Gardner, of course. I understood this was sort of an incentive pro- 
gram. Is that the basis for it? I am not familiar with the program 
and its operation. However, I saw 1 or 2 items in the press about it. 

Mr. Marsuaty. I would not be in the position here of contradicting 
the statement you had made except in reading this it seemed to be a 
matter of meeting not the necessity of increased production but a 
surplus problem. 

Mr. Hueues. They were very much concerned during the time that 
our pork prices were dropping that their program would really be 
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tested. On the grade of hogs that they were supporting, it was getting 
own close to the support ‘level. Soine of the officials talked to me 
and they had a real concern as to whether they would be able to stop 

t from going through the floor levels if our hogs dropped any further. 

Mr. Marsa. On the basis of this price, of course, our hogs went 
down considerably below that. 

Mr. Huenes. Of course, this was the graded carcasses of special 
qui lity. 

Mr. Marsnatu. Our hogs out at St. Paul presently are selling at 
li cents a pound which is as high as they have been for about a 4- or 
)-year period and certainly as far as these prices are concerned here, 
they are over ours. 

Secretary Benson. This is a slaughtered price, of course. This is 
a careass price. The animals dress out at about 80 percent. 

Mr. Hveues. I know the officials expressed to me a concern about 
it to the effect that they had no real way of enforcing it. 

Secretary Benson. Let us check into it and report back to you. 

Mr. Marsuatu. Would you do that? I am very much interested 
In It. 

Secretary Benson. We would be happy to do that. I might say 
that we have tried to stay in very close touch with our lard and pork 
purchase programs and if any bid seemed out of line, we rejected it. 
| might say the first bids were all rejected because we felt they were 
out of line. W e consistently turn shove down if we think they are 
trying to gouge in anyway. 

(The requested information is as follows :) 


\ COMPARISON OF CANADIAN HoG Support LEVELS WITH UNITED STATES PRICES 


The Agricultural Prices Support Board of the Canadian Department of Agri- 
culture supports hog prices to Canadian producers. This board offers to pur- 
chase grade A hog carcasses on the basis of $23 per 100 pounds, warm dressed 
weight, at Toronto and Montreal, $20 per 100 pounds at Winnipeg, and $18.50 
at Calgary. However, no carcasses have been purchased under the Canadian 
support program since 1952, when approximately 98 million pounds were 
purchased, 

The Canadian support price applies only to government-graded grade A 
‘arcasses, which account for only about 30 percent of the hogs produced. In 
the United States hogs are not officially graded by Government graders. Ina 
comparison of prices, only the lighter weight high-quality U. S. No. 1 grade 
harrows and gilts would be comparable with the Canadian grade A hogs. Our 
\'. S. No. 1 grade hogs normally are the higher priced hogs, as the similar grade 
is in Canada. 

In comparing the Canadian price-support levels with the United States prices, 
appropriate products and markets must be considered. If, for example, the 
Canadian support price is taken as of Toronto or Montreal (the largest consum- 
ng centers and the chief pork export market for Canada), the appronriate 
United States comparison would be for comparable hog carcasses at such con- 
suming and export centers as New York, Philadelphia, Los Angeles, ete. Prices 
or hog careasses (125 to 150 pounds) at New York were quoted on April 24 at 
S24.75 to $27.75 per hundredweight. At that time prices at Los Angeles for 
120- to 170-pound U. S. No. 1 to No. 3 hog carcasses were quoted at $26 to $27 
per hundred pounds. These prices are higher than the Canadian price-Support 
evels at Toronto and Montreal. It should be pointed out that pork prices in 
he United States are most commonly quoted on the basis of pork product prices 
lich as hams, pienics, loins, etc., rather than on a carcass basis. 

The Canadian support prices at Toronto and Montreal are estimated to be the 
equivalent of approximately $17.70 per 100 pounds, liveweight at Chicago for 
lS. No. 1 barrows and gilts weighing around 180 to 220 pounds. On the same 
mtsis, the support prices at the Canadian interior markets of Winnipeg and 

ilgary are equivalent to approximately $15.40 and $14.25, repectively. These 
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prices are now not greatly different than prices at United States Midwestern 
markets. Canadian prices for their top-quality hogs usually reflect the favorable 
export position of Canada for hog carcasses in the United Kingdom market. 

Mr. Wuirren. Mr. Secretary, I notice you say in your statement 
that if we had not had these commodities on hand farm income would 
have gone down and that these CCC commodities being on hand cost 
the American farmer $2 billion in income. 

I do not know where you get your figures on that, but if you have 
them, I would say it was the penalty of the Department’s refusal to 
sell them so that we would not have them. 

Upon what do you base that $2 billion figure ? 

Secretary Benson. It is based upon a scientific study made by our 
people in the Department, people who have been there for many years 
dealing in these statistics. 

Mr. Wuirren. I would like to have a session with whoever worked 
up those figures. I would like to know their reasoning. 

Secretary Benson. That can be arranged. Dr. Paarlberg and othi- 
ers can meet with you and go over it. 

Mr. Wuirren. I might pursue it here: If, perchance, there were 
not any of these commodities in the world except what we have in the 
United States, do you know what we could get for them? I mean, 
if the world supply was cut 50 percent just like that [sn: ipping fing- 
ers]? Thesky is the limit; is is not? 

Mr. Paartperc. The price would go very high. 


EFFECT OF FOREIGN AGRICULTURE EXPANSION 


Mr. Wuirren. If these foreign countries had not expanded their 
production as fast as you cut the American farmers back—the cotton 
farmers were cut back 35 percent and the wheat farmers were cut 
back 25 percent—the American farmers would be in good shape: 
would Ger not ? 

Mr. Paarteerc. They would be in better shape than they are now. 
However, this study took the facts as they are now, and not as they 
would be in other circumstances. 

Mr. Wuitren. You drew your own conclusions for other purposes. 
If this Government had not put up $4 billion to buy machinery and 
build dams and drainage ditches and so forth to increase this foreign 
production so that this foreign market that we formerly had was 
available to us, the farmer would have had $2 billion income based 
upon your study; is that right ? 

Mr. Paartperc. Well, that covers an entirely different circumstance. 

Mr. Wuitrten. I am asking you about a different circumstance. I 
say if we had not cut our cotton farmers back 35 percent and our 
wheat farmers 25 percent and if we had not had this foreign increase 
in production which we financed to the extent of 738 technicians to 
teach them and all of this agricultural machinery which we bought 
and paid for, if you had not had that foreign increase in pr oduetion 
to take up the slack, our commodities would not be on our hands; 
would they ? 

Mr. Paar.pera. I think that is correct. 

Mr. Wuirtren. So, the farmers would have gotten $2 billion more 
income ? 
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Mr. Paarteerc. I do not think that the foreign expansion can be 
attributed wholly to our point 4 program. 

Mr. Wurrren. You are limiting it to the point 4 program, but the 
investigation shows that approximately § $4 billion has been spent on 
farm machinery, on drainage and flood control, and all these various 
things in order to bring land into production in foreign countries. 
The latest such effort is this Aswan Dam where we just “entered into 
this agreement and put up $70 million. 

You certainly would say that 738 technicians, plus 4 billion in 
money, plus the United States Government holding its commodities 
off the world market was a significant factor in farm production ; 
would you not? 

Mr. Paartrerc. This study to which we refer took account of the 
factors which traditionally had been associated with farm prices, 
namely, the production, the volume of foreign trade, and the level of 
income in the United States. It was found that presently the prices 
of farm products are about 10 percent below where we would expect 
them to be on the basis of normal relationships. This departure of 10 
percent below the expected price was found to be associated with the 
presence of very heavy stocks. ‘Ten percent on prices translated into 
income becomes that $2 billion, and that was the basis for the figure. 

Mr. Wurrren. At any rate, it is pretty hard for a farmer to spend 
what he does not have, and that is $2 billion that he doesn’t have. 

Mr. Paarcrere. It does not take a study to determine that. 

Secretary Benson. Of course, a lot of that was due to the fact that 
these countries got back into production after the war. Their pro- 
duction dropped all during the war, and as you know, they depended 
upon us for much of their supplies. They were anxious to get back 
and become self-sustaining as quickly as possible, and even produce 
for export. 

This Aswan Dam may in the long run contribute to increased pro- 
duction, but we are told it will not contribute to such production with- 
in 10 to 20 years. It will be a factor later. Of course, that is 
pretty well out of our hands. 


REVIEW OF FACTORS CAUSING DECLINE OF FARM INCOME 


Mr. Wurrren. Mr. Secretary, I do not want to be in the position 
of taking up all your time here, but in conclusion I would like to point 
out once again that the farm income is drastically down. We have 
¢ ut our cotton acreage 35 percent, and we have cut our wheat acreage 

5 percent, and this is the end of this term, you might say. It is the 
last appearance which you will make before this committee this year 
during this 4-year term, but it is still your belief that the recommenda- 
tions you make which include the soil bank and the other things, are 
the answer, and you have had no change in belief about the flexible 
program ? 

Secretary Benson. Mr. Chairman, I feel that the recommendations 
made in 1954 were sound, and the ones made this year to broaden and 
strengthen that program and provide for the soil bank are also sound. 
I regret, as you do, that there has been a decline in farm income. 1 
know that the parity index stood at 113 at the high point in February 
1951, but there has been a decline since then of about 31 points, and 19 
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of those 31 points occurred before we took offce in the 23 months 
before we came in, and 12 points have occurred in the last 40 months. 
I regret that any of it has occurred. I am anxious to do anything 
I can that is economically sound, and fair, to strengthen farm income. 
I am very pleased that during the last 3 ‘or 4 months there has been 
an upturn in prices, and I hope it continues. 

Mr. Wuirren. I notice you say it has gone up from 80 to 82 percent 
of parity, which would reflect a little bit ‘of improvement, but I rather 
think it is because the Congress did pass the 90 percent provision and 
the country had some hope for a time that that bill might be signed. 

I think conditions have probably followed because even though the 
President vetoed that, he did announce in his veto message, which is 
somewhat of an unusual way to issue these orders which normally 
come from your Office, and which you would have to affirm for them 
to be effective, that he would increase the support levels substantially, 
and I think there is your answer to the two-point improvement. 

Secretary Benson. I do not think that is the answer. As a matter 
of fact, the farm price index has never gone as low in the postwar 
per iod as it was just before the war st: irted. The index then was at 
77. It is now at 82. None of us are satisfied with the index as it is. 
We would like to see it improved, but I would like to point out that 
the high prices during the war and immediately following were not 
due to ‘rigid supports or any supports. They were due to war, and the 
insatiable demands of war. The decline which has taken place has 
come about as a part of the postwar adjustment. 

Mr. Wnirren. Of course, I differ with your claim. I would agree 
with the first part of your statement that it is not the support level 
that brought the high prices during the war. 

However, I do now think it is the s support level during the aftermath 
of war which is the only protection that the American farmer has 
to keep the bottom from falling out of prices. I think it is highly 
essential if we are to protect the farmer's fair share of the national 
income. It is there that I would differ greatly with your views. 

Secretary Benson. I know that we differ on how to increase the 
farmer’s income. 

Mr. Wurrren. I think we have created all of these conditions by 
holding our commodities off the foreign market while through our 
various foreign aid programs and so forth we have put the foreign 
countries into production. 

Secretary Benson. I do not know that we are so far apart. I 
recognize we need supports as a floor to protect farm income, and for 
disaster reasons, but we have to have that level at a point where this 
stuff will move into consumption and I think the Government has 
done an outstanding job of moving it. 

$2.6 billion is a pretty large volume which we will ta ave moved by 
the end of this fiscal year. We have not done as much i in the field of 
cotton as you want us to do, and not so much as we are going to do. 


RESULTS OF DIRECTIVES OF COMMITTEE 


Mr. Wuirren. I would say that 75 percent of what you moved went 
through your program of disposal or giveaway. However, the sales 
through normal channels are where our profits must come from, in- 
stead of giving it away by reason of avoiding sales through normal 
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channels. We have been giving it away in order to keep from selling 
it. in My opinion. : 

Last year we directed in our report and provided the money sep- 
arately in our bill to make a study of the spread between the farmer 
and the consumer, and at that time we set up funds for bringing to- 
vether the information on what foreign countries were doing in con- 
nection with inereased production, and things of that sort. We «i- 
rected and provided money separately for a sales manager and a 
sales organization. 

I have reviewed in the statement your reaction, and the fact that 
we had to get it reinstated in conference. However, it is the law, and 
has been the law this year. 

What has been your experience as a result of those directives of 
the committee 

Secretary Benson. We of course are making the studies. It is a 
continuing thing. I think we did indicate we saw no need for the 
appropriation limitations, but were planning to expand the research 
work. 

I think there are about three things that you put in. I think the 
sales manager, who has actively taken the leadership of these sales, 
has been helpful to us. He is a man of very high caliber and is well 
acquainted with markets. I think he is helpful. 

\We have in mind taking an even further step in the possible ap- 
pointment of a Surplus Disposal Administrator. We have these 
tremendous volumes now, and it becomes a huge job to move them. 

Mr. Warren. If you do not change it from a surplus disposal to 
a surplus selling program you will never get my vote, on this com- 


mittee. Iam sick of this “disposal.” I think it is ruinous. 

The disposal after the sale is one thing, but disposal is put ahead 
of sales in every presentation to this committee. 

Secretary Benson. No. As a matter of fact, in every program we 
enter into, Mr. Chairman, we insist that one of the provisions of the 
contract be that they purchase their normal amount for dollars first. 

Mr. Wnirren. Now we come to the $64 question, Mr. Secretary. 


SOIL BANK 


The President made a whole lot of speeches about what would have 
happened if you had had the soil bank, and you told us what you could 
have done if you had had the soil bank, and everybody told us what 
the soil bank could do. I cannot see it. I think it is good in its own 
right as soil conservation, but if it is so all-fired good why did you 
wait until just before the election in 1956 to recommend it ? 

Secretary Benson. Mr. Chairman, I do not think T have made any 
exaggerated statements as to what it will accomplish. I am hopeful 
( will be very helpful. Nobody knows what will be accomplished 
until we put it into operation and try it. 

T indicated that we had thought at first we might be able to bring 
‘bout a balance in our production and marketing without resorting 
(0 a program which would pay the farmers for keeping land idle. 
Following our very heavy production of 1955 and the failure of the 
control of production through acreage control we came to realize we 

id to have something more vigorous and more dramatic. 


| 
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Mr. Wurrren. And after having found out you cannot control it 
by acreage you come out with a program which would call once again 
to try to reach it by taking out acreage. 

Secretary Benson. Yes; taking out acreage. 

I am saying that you cannot control production by controlling 
acreage of a few basic crops. That is what we have been trying to 
do. All we have been doing is shifting the responsibility to other 
crops. That does not give a total reduction. We think the soil bank 
will. 

We have studied some twenty-odd plans, analyzed by our committee 
in the Department and reviewed by the National Agricultural Ad- 
visory Commission. There were some good things and some things 
not acceptable. We think the plan that was developed and submitted 
is workable, if we are going the soil-bank route. 

Mr. Wuirren. Mr. Secretary, may I thank you for your courteous 
appearance here. I feel about as strong regarding agricultural mat- 
ters asa mancould. Our views have many times been very far apart, 
but I have always appreciated the fact that we could argue about them 
and discuss them on an up-upon-the-table basis, and I appreciate the 
courtesy you have extended me. 

Secretary Benson. Thank you, Mr. Chairman. 

Mr. Anpersen. Mr. Chairman, before you call on Mr. Marshall may 
I say one thing, please ? 

Mr. Secretary, I do not know of a man in Congress who has pushed 
more for this idea of trying to get our exports abroad broadened than 
has our chairman, Mr. Whitten. I think he has done a great amount 
of good in the past 4 or 5 years by his insistence upon this one sub- 
ject. His persistency has paid off. It has accomplished a lot. 

I want the record to show here that in my opinion Mr. Whitten has 
done an immeasurable amount of good in that line, and also in the 
support he has given through the years relative toward taking away 
from the State Department the very weak Foreign Agriculture Serv- 
ice that we had, and creating a live branch of that Service with your 
help, Mr. Secretary, in the Department today. 

I personally think, gentlemen, we are on the road to really doing 
things on the export side of the question, and I hope it continues. 

I want to just say this, too, as a former chairman of this subcom- 
mittee: We all have our little differences of opinion upon the various 
basic questions. But that is due to the fact that Mr. Whitten has 
poked at this subject; and H. Carl Andersen and Walt Horan and 
Charles Vursell and Fred Marshall and Bill Natcher and the rest of 
us have poked at others; and we have had worthwhile discussions on 
these questions, and I think we have really accomplished something for 
agriculture. 

In this subcommittee, when I was chairman, there came out of 
this subcommittee the beginning of the Watershed Protection Act. 
The legislative committee refused to do anything. This subcommittee 
backed me up as chairman, and we put $5 million in the Andersen- 
Hope pilot protection program for watersheds, and I do not think 
there is a Member of Congress today who would now vote against 
that general principle. 

I am proud of what our subcommittee has done. I want the record 
to show in my remarks here that I am proud of what my colleague, 
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Mr. Whitten, has done during the 14 years he has been on this sub- 
committee, with me. 

Mr. Wuirren. I certainly appreciate the kind statements of my 
colleague. I would repeat the things said with reference to all our 
activities here, except it would sound like that. 

We are interested in the subject matter. Sometimes we get rather 
vehement in our arguments, but they are arguments and we want 
you gentlemen to know we hold you in the highest regard. We give 
you the same rights to act accordingly as we take. We will still argue 
with you, however. 

Secretary Benson. Mr. Chairman, may I say I appreciate very 
much the splendid and constructive attitude you have taken, Mr. 
Chairman and Mr. Andersen and other members of the committee. 
[ have had very favorable reports from my associates from the many 
hours they have spent here. I am sure we all have a mutual interest; 
namely, what is best for the American farmer. 

Mr. Anpersen. Off the record. 

(Discussion off the record.) 

Mr. Marsuauu. Mr. Secretary, I would like to join with the other 
members of this committee in sincerely wishing that you were coming 
before the committee with the agricultural situation in better shape 
than it is today. I sincerely mean that, because I know how difficult 
it is for some people to meet the cost-price squeeze we have prevailing 
at the present time. 

Secretary Benson. Mr. Marshall, I went through it in the 1920's. 
| know what it means. 

Mr. MarswHati. So did I So little was done to assist the farmer in 
those years. 

Secretary Benson. It is a serious thing. 


FARM PRICES 


Mr. Marsuauy. On page 9 of the agricultural appropriation hear- 
ings of 1954 two tables are shown; one giving the average price re- 
ceived by farmers for farm products in the United States; and the 
other showing the index numbers. These tables included the esti- 
mated prices received as of November 1, 1952 and January 15, 1953. 

I should like to have placed in the hearings of this year the same 
information, adding to the tables the latest comparable figures, which 
would be as of March 15, unless you have a later figure. 

Secretary Benson. We have April 15. 

Mr. MarsuHatyi. We want the latest information. I feel that the 
index figures should also be brought up-to-date and should include 
the April 15 figure. 

Secretary Benson. We can do that. 

(The information is as follows:) 
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Average prices received by farmers for farm products, United States 


Qe 
Commodity and unit tees | Jan. 15, 1953 | Apr. 15, 1956 
. 1, 1952" | 


Wheat, per bushel_.- dollars_- 2.10 
Rye, per bushel do_- : | 1. 65 | 
Rice, (rough) per hundred weight do 5. 93 6.43 
Corn, per bushel__- do. 1. 48 | 
Oats, per bushel_- do . 821 
Barley, per bushel-_ do : 1.37 
Sorghum, grain, per hundred weight do oi 2.74 
Hay, all baled, per ton do 25. 26. 40 | 
Cotton, American upland, per pound cents ’ 29.79 | 
Cotton, American-Egyptian, per pound . do___. | 100. 00 
Cottonseed, per ton_- dollars 65. 30 
Soybeans, per bushel Go... . 69 
Peanuts, per pound__.. cents . 90 | 
Flaxseed, per bushel dollars _. 3.70 
Potatoes, per bushel do___ 2. 06 
Sweetpotatoes, per bushel do_- 
Beans, dry edible, per hundred weight do 
Peas, dry fleld, per hundredweight do... 
Apples, per bushel do 
Grapefruit, per box 2 do 
Oranges, per box ? do 
Lemons, per box ?_- do... 
Hogs, per hundredweight : do... 
Beef cattle, per hundredweight . do 
Veal, calves, per hundredweight do 
Sheep, per hundredweight do 
Lambs, per hundredweight - do 
Butterfat, in cream, per pound cents 
All milk, wholesale, per hundredweight 3 dollars 
Milk, retail, per quart 5 cents__| 
All chickens, live, per pound do 
Turkeys, live, per pound do 
Eggs, per dozen ..do 
Wool, per pound do 


ee SS ptt bm 8S fr SO BO.ho SO P= hs 


nmNe 
w 
i 


Index numbers (1910-14= 100 
Prices received by farmers s gos 
Parity index : ae aie 282 
Parity ratio , abe wee anh aed ES 99 | 


! Average of prices received Oct. 15 and Nov. 15 except grapefruit which is Oct. 

2 Equivalent on-tree returns for all methods of sale 

’ Estimated average price for the month for all milk sold at wholesale to plants and dealers. 
4 Preliminary. 

5 Sold by farmers directly to consumers. 


Source: Agricultural Marketing Service. 
COMPARATIVE PRICES RECEIVED BY FARMERS 


Mr. Marsuaun. I took out of the agricultural price statistics and 
the Agricultural Marketing Service some tables of prices received by 
farmers March 15, 1956, for comparison. I broke this down into basic 
commodities and I also broke it down into desiginated nonbasic com- 
modities and other nonbasic commodities. 

I should like to place in the record at this point this table, and I 
should like for you to comment on it. You do not need to go into 
that now. 

Secretary Benson. You want us to insert a comment on the table 
in the record ? 

Mr. Marsnatn. Yes. That table indicates that the higher price 
support commodities have retained more stability over the years than 
have the nobasic commodities or the ones on which you have the privi- 
lege of establishing support prices. 
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Secretary Benson. It depends on what base you take, I think, and 
how many years you go back. We would be glad to check it. 

Mr. Marswauu. I should like to have your comment. You can 
take whatever years you want. This table tells the prices on these 
dates. You can use anything you wish. 

Secretary Benson. We will do'that. 

(The information is as follows:) 
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Average prices received by farmers Mar. 15, 1956, with comparisons 





Increase or | Percentage 


Price Jan. | Price Mar. 
decrease | change 


| 15, 1953 15, 1956 


Basie commodities: 

Wheat F .97 —0.13 | 6.2 
ae —.23 | 19 

: 3164 | = +. 0185 | 15.8 
Peanuts i ‘ . | +.008 | 8 
Tobacco paticld ; | 51.3 +. 051 19.9 

Designated nonbasic commodities: } 
Butterfat in cream pounds... 
Milk, all, wholesale hundred weight. . 
Milk, retail quarts. - | 

Other nonbasic commodities: 


| 
| 
| 


—. 111 
. 93 
. 003 


. 665 
. 203 
. 445 
. 90 
31 
44 
50 


"7 


-f 
50 
30 


wee 
ee 
It 
to 





Ld] 
- 


= Ww 
GO SS - Nes : 
POWOWONWA0 


Barley 1 
Grain sorghum hundred weight. 
Soybeans bushels- - | 


rsreiges 


Seeeuerges 
ss 


lox 


Beef cattle 
Chickens pounds. - 
hati ela mabidvied apeccaiaied dozen. -| 


bo 
= 
a 
_ 
oo 





~ 
w 
o 








Increase. 
2 Jan. 15, 


Source: Agricultural prices, USDA, Agricultural Marketing Service. 


Summary table 
[Indexes: 1910-14=100] 





Jan. 15, 
1953 


Record high 


Index Date 


Prices received 267 230 313 | February 1951. 
re i a 282 282 290 | May 1952. 
Parity ratio 95 82 123 | October 1946. 





The accompanying chart indicates that prices of basic commodities have 
declined somewhat less than other commodities in the past few years. 

The price-support operations of the Commodity Credit Corporation were an 
important factor in achieving this result. The Commodity Credit Corporation 
had $8.9 billion invested in price-support commodities as of February 29, 1956; 
$8 billion of this was invested in basic commodities with wheat accounting for 
$2.9 billion; cotton, $2.4 billion ; and corn, $1.9 billion. 

Price-support operations on wheat, corn, and cotton have resulted in accumu- 
lation of substantial stocks of these commodities. Carryover stocks at the 
beginning of the marketing year for recent years are: 


Wheat Cotton 


Million bushels Million bales Million bushels 
256 2, 759 | 487 
562 5, 605 769 
902 9, 728 920 
1, 022 11, 200 1,029 


| 
1, 080 14, 700 | 1, 150 


! Forecast. 


These huge stocks overhang the market and have a depressing influence on 
prices of these commodities. Acreages diverted from production of wheat and 
cotton have resulted in increased production of other commodities, particularly 
feed grains. Increased supplies of feed grains have led to increased production 
of livestock with adverse effects on prices of both feed grains and livestock. 
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FARMERS’ INCOME 


Mr. MarsHaui. I have been reading some of your speeches, Mr. 
Secretary. You have used a figure that the high rigid support prices, 
as you call them, have been responsible for “reducing the farmers’ 
income, $2 billion in this past year. $2 billion to me means a lot of 
money, Mr. Secretary. However, what I am interested in is how you 
arrive at that figure. 

Secretary Benson. I think I have not said that the high rigid sup- 
port prices were the cause of $2 billion, but rather the surplus over- 
hanging the markets, which in part have been due to high rigid sup- 
ports, have reduced income by approximately $2 billion. 

Dr. Paarlberg commented on that in response to a question from 
the chairman a short time ago. We will put additional information 
inthe record. The chairman said he would like to talk to some people 
in our Department, who have worked on that study. We would be 
glad to arrange for that, and to have them talk to you, also. And 
we will put anything i in the record you wish. 

Mr. Marsuaru. | am interested in the procedure you used t 
establish that. 

Mr. Paaruperc. It was a statistical study using multiple corelation, 
which is a very involved statistical procedure. It was done by the 
research people in the Department of Agriculture and appeared as a 
part of a statement made during the Agricultural Outlook Conference 
last fall. 

We shall be glad to put in the record the pertinent parts of the 
study and a comment on the study. 

Mr. Marsuauy. I would be interested in that. I would be interested 


in having something that could be explained. 

I do not like to build up the record of hearings too much. I would 
like to know just what the basis of analysis was that you used to arrive 
at a figure of that kind. 

Mr. PaarvtBerc. We will it as brief and as understandable as we 
possibly can. 

(The additional statement by the secretary is as follows :) 


It has long been my position that the continuation of high, rigid price supports 
beyond the period of wartime needs has been a major cause of a persistently 
growing unbalance between agriculture and the rest of the economy, which 
every one of us interested in the welfare of American agriculture wants to see 
fully rectified. 

The most striking manifestation of these unduly high support levels has been 
the enormous accumulation of stocks of farm commodities in the hands of the 
Government. These stocks are costly to store and costly to dispose of. Their 
steady rise tends to defeat arrangements for their orderly disposal, particularly 
into foreign markets. Continuing accumulation of surplus stocks, via high sup- 
ports, requires the imposition of drastic controls on the producers of basic crops, 
While acreages diverted frm such crops has resulted in the expanded production 
of unsupported farm commodities well in excess of the quantities that would 
bring farmers satisfactory returns. 

When I have talked about the depressing effects of surpluses, I have certainly 
had in mind the whole chain of causation that has placed American agriculture, 
as a whole, in an overbalanced supply situation. This is evidenced by the fact 
that I have repeatedly pointed to such secondary price-depressing influences as 
huge feed supplies, induced by rigid supports on the basic crops, and followed 
by declining livestock prices. My support of the acreage reserve program and 
the conservation reserve program clearly indicates that a sound farm program 
requires not only the elimination of surpluses in the form of Government-held 
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stocks, but a real check on future surplus output of both basic and nonbasic 
commodities. 

In this connection, I should like to add a further point. I am fully aware of 
the fact that a price-support program at any particular time can hold the price 
of 2 commodity above the market level. But this is not inconsistent with the 
act that a program of high supports, carried out over a period of time, may not 
at the same time have engendered an excess of agricultural production, accom- 
panied by excess stocks, which is exerting a general depressing influence on all 
igricultural prices, supported or unsupported, and sold at home or abroad. 

A paper given by a longtime Department research man at the Outlook Confer- 
enee last fall concludes that the existence of excess supplies of farm products 
has exerted a depressing effect on the general level of farm prices in recent years. 
It further concludes that actual prices in 1955 may have been as much as 10 
ercent below those that would have prevailed had there been a normal balance 
between supplies of our farm commodities and the demand for them. With such 
a balance, the anticipated rise in prices implies an increase in farm income of 
ipproximately $2 billion. The views here as to factors causing relation between 
surplus and low farm prices is a broad one. 

I have elaborated my basic position at some length so that there will be no mis 
inderstanding as to my own basic thinking about the nature of the surplus 
problem. 

I have placed particular emphasis on the role of the Government-held stocks, 
which are the undeniable evidence of our surplus problem, and whose elimina- 
tion is a necessity for the development of a truly sound program for American 
griculture. I think that the following statements which I presented to the 
Joint Committee on the Economic Report on February 28 reflects my full posi 

on surpluses in relation to prices. 

“The huge surplus and our high level of output levy a heavy and growing 
burden on our farm and ranch people. Our economists estimate that the huge 

rpluses reduced farm income in 1955 by the staggering sum of more than $2 

lion. This is nearly 20 percent of net farm income. 

‘Most of agriculture is staggering under the accumulation of the greatest sur 

is of farm commodities in the Nation’s history. Further, the current level of 
roduction of some commodities is outrunning our markets at this time even at 
rices distinctly unsatisfactory to farmers. The factors which have contributed 

this vast supply burden are well known: Wartime price support production 
tterns maintained too long for a peacetime economy: the explosive impact 

‘apid technological changes on farm production; and the rising agricultural 
itput in other countries which has limited our outlets for commodities in great 
st supply.” 


NUMBER OF EMPLOYEES IN DEPARTMENT 


Mr. Marsuaru. I have been interested in what the chairman asked 
you about the people who are employed in the Department of Agri- 
culture. How many people do you have in employment now, as com- 
pared to the number you had when you came into the Department 

[ think Mr. Reed reported—and this might help a little—to us that 

n December 31, 1952, there were 55,586 full-time employees and 
7,406 total employees. 

Secretary Benson. In December of 19534 I think Mr. Wheeler 
testified on that. 

Mr. Marsnany. The figure Mr. Whitten used was 63,928. 

Secretary Benson. I think Mr. Wheeler indicated that the complete’ 
ligures had been provided. If they have not, we would be glad to 
put them in the record, Mr. Chairman. 

I have figures showing the number at the end of December 1953, 
and I have a figure for the end of December 1955. 





1510 


Mr. Wueeter. We have the information going back to 1941, broken 
down by agencies, showing employment divided between full-time and 
other than full-time for each of the years 1941 through 1955 as of 
December 31. 

Mr. Marsnatt. I notice that the report made by the so-called Byrd 
committee reports you have 75,950 as of February. 

Secretary Benson. That would include part-time employees. Our 
permanent and full-time employees as of December 1955 were 59,249, 
according to the Director of Personnel. 

Mr. Wueeer. Mr. Marshall, on these statistics, I should point 
out that the figures which we have referred to are official figures 
reported each month to the Civil Service Commission on employment 
as of that date; as of a given date. 

We also furnish in connection with the budget, so that it will tie 
into dollars, figures on average employment in a given year. I am 
sure you realize that average employment in a given year would be 
a little different from a count of noses as of any one given date. 

Mr. MarsHarut. What figure does the Byrd committee use? 

Mr. Wuee er. The Byrd committee uses the first figures I referred 
to, which I will insert in the record. 

Mr. MarsHatzt. You do show a considerable increase in personnel. 

(The employment data referred to is as follows:) 
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AVERAGE SALARIES 


Mr. MarsHautt. What about a salary increase? How much has 
that been ? 

Secretary Benson. I could not answer that offhand. The salary 
rates are provided by acts of Congress. 

Mr. MarsHauy. Could you supply figures to show how much the 
salaries have increased in the Department? 

Secretary Benson. Yes, sir; surely. 

(The information requested is as ltinn 5 


Average salaries 


Fiscal year 1953 
Fiscal year 1954 
Fiscal year 1955 
Fiscal year 1956, estimated 
Fiscal year 1957, estimated 


1 Includes increases in salaries provided by Public Law 94, 84th Cong. 
INTEREST RATES 


Mr. MarsHatu. I was interested in the comment you made in your 
statement concerning interest rates. How much have the interest 
rates increased in the various categories in the Department? Could 
you put a figure in the record ? 

Secretary Brnson. It varies. Are you referring to the loans 
through the Farmers Home Administration, or the interest rates we 
pay in connection with the Commodity Credit Corporation operations ? 

Mr. MarsHatu. I am interested in both. I am interested in the 
increased interest rate that becomes involved in all the categories of 
the Department. 

Secretary Benson. Interest rates generally over the country have 
increased, as you know. Some of our rates are fully competitive. 
That is true on Commodity Credit Corporation, I am sure. ious of 
our other interest rates have been changed, I believe. 

Mr. Scorr. The interest rates, Mr. Marshall, on our emergency loans 
in the Farmers Home Administration are 3 percent. Production and 
subsistence, and special livestock loans are fixed at 5 percent. Most 
of the rest of them are 41% percent, as I recall. I think most all of 
those are fixed by statute. 

Secretary Benson. Fixed by statute. 

Mr. MarsHauu. You will supply the other figures for the record? 

Secretary Benson. Yes; if you would like to have them. 

(The information requested is as follows:) 
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Interest rates on FHA, REA, and CCC a, May 1, 1956, compared with January 
1, 1958 


Interest rate 
(percent) 


Type of loan eee Comment 


Jan. 1, | May 1, 
1953 1956 


Farmers’ Home Administration: 
On January 1, 1953, the law specified 4 per- 
cent for direct loans, and 3 percent plus 1 
percent for insured loans (Public Law 720, 
Farm ownership, direct 4 414|} approved June 19, 1948. The law was 
Farm ownership, insured 3+1 | 314+1 amended by Public Law 521, approved 
July 22, 1954, to provide that the interest 
rate on both direct and insured loans could 
be raised to a maximum of 5 percent. 
Production and subsistence Mandatory. Public Law 731, approved 
August 8, 1946, specifies that the interest 
rate shall be 5 percent. 
Water facilities Discretionary. Law did not mention inter- 
est rates. 
Discretionary. Law provides only that for 
Soil and water conservation, direct --- insured loans 1 percent shall be assessed for 
Soil and water conservation, insured_ |} insurance and administrative expenses 
(Public Law 597, approved August 8, 1954). 
|(Discretionary. Law provides that terms and 
conditions may be set by the Secretary of 
Agriculture (Public Law 38, approved 
April 4, 1949). 


Disaster loans: | 
I January 1, 1953, the interest rate on pro- 


Fur farmer 
Orchard loans 


duction disaster loans was discretionary 
under the law (Public Law 38). At pres- 
ent, the law provides that interest rates on 
production disaster, economic disaster, and 
special emergency loans shall not exceed 3 
percent per annum (Public Law 132, 
approved July 7, 1955). 

Special livestock Mandatory. Law specifies 5 percent (Public 
Law 115, July 14, 1953). 


Production disaster | 
Economic disaster 


Special emergency | 
| 


Rural Electrification Administration: a ' wae (Publ 

tert : | Mandatory. Law specifies 2 percent (Public 

— ee Law 425, approved September 21, 1944; 

° Public Law 423, approved October 28, 1949). 

Commodity Credit Corporation: 

Price support 4 344!) Discretionary. Rates set by Board of Direc- 

Farm storage facilities and drying 4 tors under general powers of the Corpora- 
equipment. tion’s charter. 

Farm stored loans in default 6 














1 These loans are presently included in soil and water conservation loans, 
‘This type of loan not being made on this date. 


STORAGE RATES 


Mr. Marswaty. Also in your statment, Mr. Secretary you make some 
comments about storage rates. Could you place in the record the in- 
creased rate from handling the Commodity Credit Corporation stocks ? 

Secretary Benson. You are referring to storage rates rather than 
interest rates ? 

Mr. MarsHa.u. Storage rates. 

Secretary Benson. The storage rates for commercial storage. ‘That 
is where we have hired commercial storage ¢ 

Mr. MarsHatu. That is right. I should like to have your costs and 
how they have increased on a unit basis. 

Secretary Benson. We would be glad to put them in the record. 

(The information requested is as follows :) 





Annual storage rates paid per unit of each commodity in commercial 
July 1, 1951 ' 


Commodity 


Commodities for which 
rates changed during 
period 

Barley a 
Corn 

Flaxseed 
Grain sorghum 
Oats 

Rye Joe 
Sovbeans 

W heat 

Cotton 
Cottonseed oil 
Peanuts 
Butter 

Cheese See 
Dried milk 
Whey . 

Commodities for which 
rates remained con- 
stant: 2 

Beans, dry edible_- 

Cotton linters 

Cottonseed meal 

Honey 

Linseed oil 

Naval stores: 
Rosin 
Turpentine 

Rice 

Seeds 

Tobacco 

Tung oil-- 

Wool 
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CommopitTy CREbpIT CORPORATION 


Quantity unit 


Bushel 
..do 
do 
Hundredweight 
Bushel 
do 
do 
do 
Bale 
Pound 
Ton 
Pound 
do 
do 
do 


| Hundredweight- 


Bale 

Pound 
do 
do 


517-pound drum 


50-gallon barrel... 


Hundredweight 
do 
do. 
do 
do 


July 1, 
1951- 


May 31, 


1952 


1387 
. 1325 
. 1500 
. 2790 
. 1087 
. 1562 
. 1562 
. 1562 
. 20 
. 0060 
. 20 
.0177 
. 0143 
. 0070 
. 0070 


. 36 
4.40 
. 0053 
. 0070 
. 0036 


. 48 
. 20 
20 
0036 
. 0030 
. 0036 
.0011 


June 
1-30, 


1952 


$0). 1625 
. 1590 
. 1940 
. 3331 
. 1337 

1865 
. 1865 
. 1865 

wv 

. 0060 
4. 20 
.0177 
. 0143 
. 0070 
. 0070 


July 1, 
1952 


June 30, May 31, 


1953 


$0. 1625 
. 1590 
1940 
. 3331 
. 1337 
. 1865 
. 1865 
. 1865 
20 
. 0060 
. 20 
. 0183 
. 9154 
0076 
0076 


July 1, 
1953- 


1954 


$0. 1625 
. 1590 
1940 
. 3331 
. 1337 
. 1865 
. 1865 
. 1865 
4. 20 
. 0960 
.s0 
. 0203 
0161 
. 0076 
. 0076 


June 
1-30, 
1954 


$0. 1883 
. 1824 
. 2108 
. 3608 
. 1388 
. 2021 
. 2021 

2021 
. 
. 0060 
7. 80 
. 0203 
. 0161 
. 0076 
0076 


storage since 


July 1, | July 1, 
1954 1955 
June 30,| Apr. 3 
1955 195 


$0. 1883 | $0. 

. 1842 

. 2108 

. 3608 
. 1388 | 
. 2021 

. 2021 

. 2021 
.45 
9045 

7. 80 

. 0200 
0161 
OO77 

. 0077 


! The amounts shown represent 1 incharge, 1 outcharge and storage for 12 months: and are averages of 
contract rates which may vary according to locality. 

2 Some minor variations may have occurred in the various contract rates but were not significant enoug!: 
to measurably alter the national averages. 


Mr. Morse. We have just recently renegotiated a uniform grain 
storage contract, and some parts of it have rate increases and some 
rates have been decreased. 

Secretary Benson. What period would you like, Mr. Marshall? 

Mr. Marsuauy. From the time you became Secretary until now. 

Secretary Benson. Three or four years, then. 

Mr. Marsuauy. The reason I am asking for that, Mr. Secretary. 
is that we have heard a lot about the increased costs between the 
producer and the consumer. I wondered how much might have bee! 
contributed to the increase by the Department of Agriculture. 

I have picked up the table that was sent to us from Foreign Agri- 
culture, April 1956. I thought there were some very interesting 
tables on page 6 of that issue. 

I was particularly interested in wheat, because the retail prices as 
a percent of farm prices for wheat show that the United States dis- 
tribution costs are about twice or more than twice as much as they 
are in any other nation in the world. 

I would like to have you comment on that. 
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Secretary Benson. I have not reviewed this table. Do you want 
to comment on it, Mr. Butz ! 

Mr. Burz. Yes. Mr. Marshall, I think that is primarily a differ 
ence in two things. One is the quantity and quality of the services 
provided in the United States as compared to other nations in distri 
bution and retailing. The second is the labor costs, primarily. 

You know from your own experience abroad that the workingman 
earries a long loaf of bread home under his arm, unwr: apped_ and 
unsliced, with no home delivery, and virtually no store cost. In 
America, we simply will not buy our bread that way. It must be 
sliced. It must be wrapped. 

1 understand that some 2 cents, for example, of the cost of a loaf 
of bread comes in the slicing and the wrapping, just for those two 
items. I think that in large part accounts for the higher distribution 
cost in this country. 

Mr. Marsuauy. Actually, Mr. Butz, it has gotten to the point in 
connection with wheat that the price of bread has ver y little effect on 
the price of wheat in this country, is that not true? 

Mr. Burz. Yes, sir; the distribution cost of bread as a percentage 
of the wheat cost is very high. There are so many services perfor med. 
There are lots of taxes and there is a lot of labor and a lot of trans- 
pore we a lot of other ingredients in the loaf of bread, besides 
the wheat. I do not know the exact figure. There runs in my mind 
what pete of the price of bread is for the wheat? Something 
under 20 percent. 

Mr. Weis. As a general average it runs about 17 percent. 

Mr. Burz. Only about 17 percent. 

Mr. Marsnauu. Has the Department made any comparison as to 
how much consumption we could have of bread with a lower price 
of wheat ? 

Mr. Burz. We just got out this study a few weeks ago on the mar- 
ket for white bread. 

I may say that this comes as a part of the expanded research work 
on margins and cost of marketing, growing out of studies under- 
taken with the help of funds from ‘this committee last year. 

Secretary Benson. That is the project which the chairman referred 
to. 

May I say that we have pointed out continually in a special food 
booklet other ways in which food is a good buy today. The consumers 
are buying more than food. They are buying built-in maid service. 
They buy a lot of services that people in foreign countries do not 
know anything about. That adds to the cost of food, naturally. If 

they are going to demand those services they will have to pay for them. 

Mr. Marsuare. I have been rec eiving letters lately which have in- 
dicated to me that some people have felt—particularly consumers: 
that if the price of wheat were to be lowered it would increase the 
consumption of bread. 

The table which we have here does not indicate that the costs which 
co to the farmer are a determining factor. 

Secretary Benson. I think the demand for bread is quite inelastic. 
The consumption is not affected a great deal by the price. Price 
affects consumption less in the case “of bread than for many other 
commodities. 


72013—56 pt. 4——8 
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Mr. Marsa. In looking at the chart I gave to Mr. Butz, if the 
farmer gave the wheat away it still does not seem to me it would make 
a great deal of difference in effect on the price of that bread. . 

Mr. Burz. Mr. Marshall, in 1955, in America, the average retail price 
of a loaf of bread was 17.7 cents. Of that the baker took 9.8 cents; the 
miller took 1.9 cents; the retailer took 2.9 cents and the farmer got 
3.1 cents. 

The big item of cost in a loaf of bread is the converting of the flour 
into bread in the baking. That includes more than the labor and the 
flour ; it includes the other ingredients, also. 

Mr. MarsHa, In my State or in my district dairying is quite an 
important enterprise. 


DAIRYING 


Mr. Stedman, writing in the St. Paul Pioneer Press-Dispatch, has 
a headline: 

Ike’s Milk Price Cut by United States in the East. New York Sales Push 

Dairy Products Into the Midwest. 
It seems that some of the milk has been going into the manufactured 
milk inthe East. Some of the programs have encouraged an increased 
production in the East. While we cannot ship milk into the eastern 
markets they are able to ship their excess production out into the 
Midwest, which is affecting our market. 

Secretary Benson. In manufactured form, you mean ? 

Mr. MarsHatu. What can you tell us about that ? 

Secretary Benson. That is an old problem. These milk orders are 
all involved in it. I believe there have been some conferences just 
last week. 

Mr. Butz. That isa difficult problem, Mr. Marshall. Every market, 
when it can, tends to build a fence around itself. 

I should say that the Minnesota markets do the same thing for the 
markets farther west, I believe. It is just a case of who wears the 
shoes. I have heard people in the East say that they will relax restric- 
tions when the people in your hometown relax the restriction against 
the folks farther west. I think we need to rectify the situation 
nationally. 

Mr. Marsa. This comes about as a result of a Federal order. 
What are you folks doing about it ? 

Mr. Burz. It may or may not come about as a result of a Federal 
order. 

Mr. MarsHai. What Mr. Stedman is referring to does. 

Mr. Burz. He is referring to the class 1-C price, I presume, which 
is set in relation to the class 1 price in the New York market. 

Currently we have underway preliminary discussions leading up to 
a hearing in the New York milk market that will work toward a revi- 
sion of the formula for order 27 in the New York market, and also 
regulation of northern New Jersey market, which we hope will get at 
this problem. 


STATEMENT REGARDING PRICE SUPPORT LEVELS AND PRICES ESTABLISHED UNDER 
NEW YORK MILK ORDER 


Mr. MarsHay. If you have any further comment to make, you 
might put it in the record. 
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Mr. Burz. All right. 
(The information is as follows :) 


STATEMENT REGARDING PRICE-SUPPORT LEVELS AND PrIcES ESTABLISHED UNDER 
New YorK FEpERAL MitK ORDER FoR MILK USED IN MANUFACTURED DAIRY 
PRODUCTS 


Under the dairy price-support program, the United States Department of Agri- 
culture supports the general level of prices to producers for manufacturing milk 
and butterfat through purchases of manufactured dairy products at announced 
prices. The prices at which dairy products are purchased are calculated to yield 
an annual United States average price to farmers of $3.25 per hundredweight for 
milk of 3.95 percent average butterfat content. The program does not guarantee 
that each individual farmer will receive the specified support price. There are 
normally differences among prices received by individual farmers, depending upon 
such factors as location, use and quality of milk, size and efficiency of processing 
plants, etc. Many of these same types of differences are involved in determining 
the level of prices for milk going into manufacturing uses in a particular fluid- 
milk market. 

The minimum prices which handlers regulated by a Federal milk order are 
required to pay producers for milk going into specified uses are established 
according to pricing formulas which are determined on the basis of testimony 
received at public hearings relative to marketing conditions in the particular 
marketing area. The minimum price under the New York order for milk used 
in butter and American cheese during March was $2.99 per hundredweight of 
milk testing 3.95 percent butterfat as compared to the $3.15 annual average sup- 
port level for milk of that test which was effective at that time. However, our 
information indicates that some handlers were paying premiums above the mini- 
mum price under the order. Pricing formulas in Federal milk orders are re- 
appraised from time to time to assure that they are establishing reasonable 
prices consistent with the public interest. The Department has announced that 
a public hearing will be scheduled shortly to review the prices established under 
the New York order for milk used by handlers in manufactured dairy products. 


SUPPORT OF DAIRY PRODUCTS 


Mr. Wurtten. Mr. Marshall, may I interrupt and say that I should 
like to include in the record at this point the information and facts 
with regard to this change in the support of dairy products, which has 
been the subject of a whole lot of arguments between the House Com- 
mittee on Government Operations and the Department. It is said by 
the House Committee on Government Operations that that resulted in 
tremendous windfall profits to various processors in the dairy field. 

Secretary Benson. They are thinking of cheese, I think, only. 

Mr. Wuirren. I think both butter and cheese were involved. Mr. 
Fountain sent to me in the last few days a copy of a letter to you, I 
believe, in which it is pointed out that the Comptroller General had 
held that the effect of this was in violation of the law, and the Depart- 
ment of Justice has been sitting on it and has not taken any action. 

I would like for the information to be included in the record at this 
point, including your letter of April 27. 

(The pertinent excerpt from the investigators’ supplemental report 
of January 14, 1956, follows :) 


PURCHASE AND RESALE OF BUTTER AND CHEESE UNDER DA-—112 


Announcement Da-112, issued March 9, 1954, advised that CCC would purchase 
salted creamery butter and American Cheddar cheese for the remainder of March 
1954 at the support prices then in effect provided the offerors of such butter and 
cheese entered into a contract to repurchase from CCC on April 1, 1954, the 
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identical butter and cheese. This announcement indicated that CCC would con- 
tinue to purchase butter and cheese under announcement Da-99 and Da—100. 

Paragraphs 12 and 14 of “Terms and Conditions” of Da—112 stated: 

Paragraph 12: 

“Commodities offered for sale under the terms of this announcement shall re- 
main in the place and in the form in which they are sampled or graded from the 
time of the sampling or grading until they are delivered to CCC and finally unti 
title revests in the offerer. 

-aragraph 14: 

“Settlement for commodities purchased and resold under the terms of this 
announcement shall be made after redelivery to offerer on the basis of vouchers 
or certified invoices submitted by the offerer, in each case claiming the net 
difference between the sales price to CCC and the sales price from CCC to 
offerer. 

“Vouchers or invoices shall contain the statement ‘the commodity remained 
in the place in which it was sampled or graded from the time of sampling or 
grading until repurchased and redelivered to the offerer,’ and shall be supported 
by USDA grading and inspection certificates. Settlement will be made on the 
basis of the nearest even net pounds.” 

Mr. Don S. Anderson, Acting Director, Livestock and Dairy Division, who 
signed Da—112, advised that butter and cheese could have been sold to CCC up 
to March 31, 1954, under Da—99 and —100, respectively, and could have been 
purchased from CCC at any time under Da—107, thereby accomplishing what was 
accomplished under Da-112. Mr. Anderson stated that the difference between 
Da-112 and the previously mentioned announcement was the method in which 
settlement was made. He said that under Da—99 and —100 the offerer probably 
would not have been paid for the butter and cheese sold to CCC for approxi- 
mately 45 days. If offerer sold butter and cheese to CCC under these announce- 
ments late in March 1954 and then early in April repurchased the same amount 
of butter and cheese from CCC under Da-107, the offerer would have been 
required to pay CCC for the butter or cheese purchased from CCC before the 
offerer had received payment for the sale made to CCC. Mr. Anderson said that 
this would have worked a hardship on small companies and was one of the pri 
mary reasons why Da-—112 was issued. 

Mr. Anderson advised that it was the Department’s opinion at the time and 
still is, that Da-112 did not circumvent any existing regulations. He stated 
that after Da—112 was investigated by a congressional subcommittee the mat- 
ter was referred to the Department of Justice. 

Mr. Anderson furnished a list of the firms which sold and repurchased butter 
and cheese under Da-112. This list, which is being attached to this memo- 
randum as appendix B, indicates that a total of 5,195,112 pounds of butter was 
sold to CCC and then repurchased from CCC in April 1954. The amount paid 
to those companies which sold and then bought butter amounted to $281,042.08. 
This represented a differential between the support price for butter in March 
1954 and the lower domestic sales price in effect in April 1954. 

Appendix B also indicates that 85,514,556 pounds of cheese were sold to CCC 
in Mareh 1954 and repurchased from CCC in April 1954 pursuant to Da-—112. 
The amount paid to the companies pursuant to Da—112 was &2,096,401.64. This 
represented the differential between the support price for cheese in Mareh 1954 
and the lower domestic sales price for cheese in effect in April 1954. 

Mr. George E. Cooper, Deputy Solicitor for CCC, advised that this matter 
was referred to the Department of Justice about September 1955. Mr. Cooper 
advised that as recently as 3 weeks ago he inquired of the Department of Justice 
as to the status of this matter and was advised at that time that no opinion had 
been rendered by the Department of Justice. 
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ArreNbIx B.—Total disbursements wnder announcement Da—112 


CINCINNATI COMMODITY OFFICE—CHEESE 


Contract 
weight 
Firm name and address purchased Amount 
and sold 
pounds) 


erican Community Stores Topco Associates, Inc., 431 South Dearborn 
St., Chicago, 5, 1 25, 366 $697. 57 
{merican Stores Co., 424 North 19th St., Philadelphia 30, Pa 116, 454 2, 836. 28 
{rmour & Co., Chicago 9, Ill 484, 153 11, 364. 08 
C.J. Berst & Co., 312 Brady St., Portage, Wis 5, 171. 342 141, 402. 89 
Bildner Bros., 163 Shaw Ave., Irvington 11, N. J 42,177 738. 05 
Blue Moon Foods, Inc., Thorp, Wis 681, 724 18, 747. 46 
Blue Mounds Cheese Mart, Mount Horeb, Wis 20, 680 568. 70 
Bongards Co-Op Creamery Association, Bongards, Minn 135, 900 3, 737. 25 
rhe Borden Cheese Co., New York, N. Y 663, 892 , 618. 09 
ider Dairy Products Co., Cleveland 12, Ohio 23, 066 634. 31 
ilumet Cheese Co., Inc., Hilbert, Wis 137, 07% 3, 769. 52 
co Cheese Co., Casco, Wis 117, 3, 222. 36 
Central Cheese Co., Inc., Marshfield, Wis 904, ¢ 24, 885. O1 
H. C, Christians Co., Chicago 8, Ill : 165, 657 , 555. 57 
earfield Cheese Co., Inc., 116 East Oak St., Clinton, Mo 293, , O62. 44 
Clover Cream Dairy Produce Co., Marshfield, Wis 101, 48% 2, 790. 94 
nmunity Creamery, 420 Nora, Missoula, Mont MH, 2: rf HO 
olidated Badger Cooperative, 116 North Main, Shawano, Wis 63, 7! 753. 12 
ahy Packing Co., Union Stock Yards, Omaha 7, Nebr : 043, 26, 595. 01 
v Belt Cheese & Butter Co., Spencer, Wis $11, 323. 75 
vland Cooperative Association, Juneau, Wis 175, ; 50 
rymen’s League Cooperative Association, Inc., 100 Park Ave., New 
York 17, N. Y- 715, 592 
daitch & Co., Inc., 3339 Park Ave., Bronx, N. Y 130, 505 
Kalb Creameries, Inc., 99 Hudson St., New York 13, N. Y 35 
M. Denisseu, 305 East Walnut St., Green Bay, Wis 7 $6, 
ver Milk Producers, Inc., 945 11th St., Denver, Colo 70, 2 
bert Bros., Inc., Cooper Ave. and Dry Harbor Rd., Brooklyn, N. ¥ 19, 5: 
yorman & Co., Inc., 73 Hudson St., New York, N. Y ! 
rmont Foods, Inc., 197 Scott St., Buffalo 4, N. Y e 
her Cheese Co., Wapakoneta, Ohio 
M. Flickinger Co., Inc., 180 Niagara Food Terminal, Buffalo 6, N. ¥ 
t Worth Poultry & Egg Co., Inc., 715 East 9th St. (Post Office Box 1537 
t Worth, Tex 
iont Packaging Co., Inc., Weyanwega, Wis 
Frink Creamery Co., Unit 67, Wazee Market, Denver, Colo 
Food Shopping Center, Inc., 845 Bladensburg Rd. NE., Washington 
p<) 
len Rod Creamery Co., Inc., 20 North Wacker Dr., Chicago, Ill 
Atlantic & Pacific Tea Co., 2622 Pulaski Ave., Chicago, Il 
p & Kettle Cheesehouse, 210 East Broadway, Madison, Wis 
Heinz Co., 1062 Progress St., Pittsburgh, Pa 
man’s Inc., 28 West Washington St., Chicago, Ill 
Hoffman Co., 179 Franklin St., New York 13, N. Y 
1. Hovey Co., 35 North Market St., Boston, Mass 
rade Foods Products Corp , 177 Duane St., New York, N 
Dairy Products Co., Inc., 223 Coles St., Jersey City 2, N 
edy & Co., Inc., 30 Rindge Ave. Extended, Cambridge, ! 
gan, Inc., West Maryland, Indianapolis, Ind 
t Foods Co., 505 North Sacramento Blvd., Chicago 12, Tl 
e to Lake Dairy Co-op, 917A South 8th St., Manitowoc, Wis 
eshire Marty Co., Division of the Borden Co., Plymouth, Wis 
i O'Lakes Creameries, Plymouth, Wis 
Lake Cheese Co., New York, N. Y 
hlaw, Ine., Buffalo 5, N. Y 
icCadam Cheese Co., Inc., Ogdensburg, N. Y 
lilk House:Cheese Corp., 1114 Wood St., Dallas, Tex 
lern Dairy Co-op, Sheboygan, Wis 
il Biscuit Co., New York, N. Y 
hern Wiseonsin Produce Co., Manitowoc, Wi 
igamie Products Cooperative, Black Creek, W 
x C. Family Foods, Inc., Syracuse, N. Y 
Grove Creamery, Patch Grove, Wis 
vy Cheese Co., Green Bay, Wis 
x Food Ca, Chicago, Il] 
it View Cheese Factory, Appleton, Wi 
uth Cheese Corp., Green Bay, Wis 
5S. Pope & Sons, Philadelphia, Pa 
Lake Cheese Co., Medford, Wis 
<« Ryser Co., Mayville, Wis 
mitt Bros. & Walther Co., Platteville, Wis 
eciber Bros., Inc 
\). Schreiber & Co., Inc., 246 North Main Blvd., Green Bay, Wis 
Scray, 163 North Pearl St., Green Bay, Wis 
yygan Falls Creamery Co., 837 Buffalo St., Sheboygan Falls, Wis 
4. Simon, Appleton, Wis 
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AppENDIX B.—Total disbursements under annoucement Da-—112—Continued 
CINCINNATI COMMODITY OFFICE—CHEESE—Continued 





Contract 

weight 
Firm name and address purchased Amount 
and sold 


(pounds) 


Steve’s Cheese Co. Route No. 3, Denmark, Wis 33, 540 $992. 35 
Stop & Shop, Inc., 393 D St., Boston 10, Mass 52, 722 922. 64 
The Stoieffer Corp., 1375 Euclid Ave., Cleveland 15, Ohio 58, 337 1, 020. 89 
Superior Cheese Co., 1419 Broadway, Oakland 12, Calif 2, 537, 750 69, 788. 13 
Swift & Co., Union Stock Yards, Chicago, Ill 760, 657 20, 918. 08 
Topco Associates, Inc., Chicago, Ill 363, 766 8, 421.17 
Triangle Cheese Co., Monroe, We... ; 22, 265 612. 29 
United Biscuit Company of America, Melrose Park, Il 438, 632 12, 062. 38 
Vlasic Food Co., Detroit, Mich_ senne 127, 613 3, 509. 36 
M. Wildstein & "Sons, Delaware Ave. and Vine St., , Philadelphia. 6, Pa 370, 750 | 6, 488. 12 
Wilshire Cheese Co., 217 West Mill St., Springfield, Mo 333, 762 | 9, 178.45 
Wilson & Co., Inc., 41st and South Ashland Ave., Chicago 9, Ill. ....-..---.- 146, 373 2, 561. 51 
Fred Wolferman, Inc., 118 West 47th St., Kansas Cc ity, Mo 37, 566 | 1, 033. 06 
Whiting’s Natural Cheese Co., Route 1, Gillett, Wis- -- 56, 980 1, 566. 95 
Woody’s Cheese Co., 200 North Broadway, Green Bay, Wis 25, 817 709. 97 


PRD et rt TO et eet a ad ad be ees et et et 


74, 889,212 | 1,879, 952. 75 





PORTLAND COMMODITY OFFICE—CHEESE 


Golden State Co., Ltd., 425 Battery St., San Francisco, Calif : 78, 167 \$1, 367. 92 
Vons Grocery Co. : 5500 North Je fferson, Los Angleles, Calif 62, 359 | 1, 091. 2: 
Reedsport Creamery & Cheese Factory, Reedsport, Oreg 24, 375 \ 426. 56 
Prairie Keat Foods, 356 East 2d St., Los Angeles, Calif = ; 4 1, 951. 

Unita Creamery Co., Salt Lake C ity, Utah_- iiisewonswe ‘ 38% 1, 440. 5 
Tillamook County Creamery Association, Tillamook, ‘Oreg. easteted ‘ , 60% 79, 233. 1: 
Arden Farms, Post Office Box E, Patterson, Calif_. 34, 96 1, 136. &¢ 
Brooklawn Creamery Co., 262 South Ist W est, Salt Lake City, ‘Utah......- , 97 S 929. : 

Clark County Dairymen’s Cooperative, Battle Ground, W ash - inten 144, 718 2, 532. 56 
The Borden Co., 755 Davis St., San Francisco, Calif : 88, 294 1, 550. 91 
Dairy Cooperative Association, 1313 Southeast 12th Ave., Portland, Oreg.. iad 420, 820 7, 364. 54 
Watcom County Dairymen’s Association, Bellingham, Ww ash 310, 812 5, 439. 21 
Mount Angel Cooperative Creamery, Mount Angel, Oreg 81, 632 1, 528. 57 
Nelson Ricks Creamery Co., 314 North 3d South St., Salt Lake City, Utah_- 472, 253 12, 986. 97 
Golden State Co., Ltd., 425 Battery St., San Francisco, Calif 399, 164 6, 985. 37 
Superior Cheese Co., 100 Franklin St., Oakland, Calif 230, 559 /4, 034. 79 
Superior Cheese Co., Myrtle Point, Oreg._- 25, 294 442. 64 
Challenge Cream and Butter Association, 2650 18th St., San Francisco, Calif 908, 475 21, 888. 14 
Kraft Foods Co., Pocatello, Idaho-__- 1, 604, 658 44, 128.12 
Kraft Foods Co., 2660 New hall St., San Francisco, Calif-- 193, 306 3, 979. 67 
Consolidated Dairy Products Co., 635 Elliott Ave. West, Seattle 99, Wash_. 72, 020 10, 010. 31 


Grand total: 
Total Cincinnati 74, 889, 212 | 1,879, 952.75 
oy : 10, 625, 344 216, 448. 89 


85, 514, 556 | 2,096, 401. 64 


CINCINNATI COMMODITY OFFICE--BUTTER 





Carl Ahlers, Inc., 168 Duane St., New York 13, N. Y 

American Dairies, Inc., 2438 Broadway, Kansas City, Mo 
Armour & Co., Chicago 9, Ill 

Bongards Co-op Creamery Association, Bongards, Minn-.--.------- 
Bridgeman- Russell Co., Duluth 1, Minn 

H. C. Christians Co., Chicago 8, Ill... ._.-- E 
Dari-Best Butter Co., 184-186 Duane St., New York, N. Y- 

C. W. Dunnett & Co., 1525 North American St., Philadelphia, Pa 
W. W. Elzer, Inc., 182 Duane St., New York 13, N. Y 

Farmers Co-op Creamery Association, Cresco, lowa.-.- 

Cudahy Packing Co., Omaha, Nebr--_- 

Fort Worth Poultry & Egg Co., Inc., 715 East 9th St. —— Office Box ore 
Fort Worth, Tex ps 
Fountain City Co-Op Creamery, Fountain City, Wis....-..--.----------- a 

Fox DeLuxe Foods, Inc., 1122 Fulton 8t., Chicago, Ill 

Miles Friedman, Inc., 110 North Franklin St., Chicago, Il 

Great Atlantic & Pacific Tea Co., 2622 Pulaski ee | een 
Harding Cream, Omaha, Nebr.........- itvidaudectat es 
Independent Creamery, 409 Grand Ave., Kansas City, “Mo 

June Dairy Products Co., Inc., 223 Coles St., Jersey City 2, N. J 


RSEN eeseesas’ 
$28 SSELSZRSE 


e268 


FBS 
e 
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AppENDIX B.—Total disbursements under announcement Da-112—Continued 
CINCINNATI COMMODITY OFFICE—BUTTER—Continued 


Contract 
weight 
Firm name and address purchased Amount 
and sold 
(pounds) 








Keller’s Creamery, R. D. No. 2, Telford, Pa 34, 316 
Keoney & Co., Inc., 30 Rindge Ave. Extension, areas: as ascitic 28, 372 
. R, Kramer, Inc., 80 Hudson St., New York 13, N. Y-- toes 172, 591 
L and O’ Lakes Creameries, Plymouth, Wis 39, 378 
Michigan Producers Dairy Co., Adrian, Mich 64, 610 
Mid-West Producers Creamery, Inc., South Bend, Ind 65, 460 | 
Mountain States Creamery Company of Colorado, Denver, Colo 35, 496 
Nationan meeieeer 0;; Gt, PURE, DEM. fois do So eich cas iaess bars 256, 068 | 
Roberts Dairy Co., Lincoln, Nebr 31, 296 
L. D. Schreiber & Co., Inc., 246 North Main Blvd., Green Bay, “Wis 141, 698 | 
Sugar Creek Creamery Co., 123 North Washington Ave., Danville, Il_--.__-| 39, 400 
Swift & Co., Union Stock Yards, Chicago, Il. __- 282, 840 
s. & W. Waldbaum, Inc., 134 Reade St., New York 13, N. Y_-..---------- : 68, 212 
Hunter, Walton & Co., 164 Chambers St., New York 7, N. Y al 38, 409 
Watts & Sons, New York, sh ce a> Fibeheeut 260, 720 | 
Zenith-Godley Co., Inc., 176 Duane St., ‘New York 13, N.Y evade tnt 141, 065 | 





3, 196, 422 | 161, 580. 3 


PORTLAND COMMODITY OFFICE—BUTTE 





Wilsey Bennett, 323 South Anderson St., Los Angeles, SSM once saneew was 355, 602 $21, 030. ¢ 
Wilsey Bennett "Co. ., 700 Front St., San Francisco, Calif : 95, 525 5, 970. ¢ 
Consolidated Dairy Products Co., 635 Elliott Ave. W est, Seattle, W ash. ___- 391, 409 23, 507. 42 
Knudsen Creamery Co. of C alifornia, 1957 Santee St., Los Angeles, Calif 68, 204 | 4, 033. 58 
Crystal Cream & Butter Co., 1013 D ‘8t., Sacramento, Calif 21, 000 | 1, 250. 6 
Mountain States Creamery Co., 321-323 South Anderson St., Los Angeles, 

Calif. _-. a 44, 650 2, 640. 6 
Raven Creamery, 3303 Northeast U Mion Av e., “Portland, Oreg. ; aa 44, 744 | 2, 578. 3% 
Gilt Edge Creamery, 685 4th St., San Franci isco, RES oe csen cee . ods 24, 780 | , 548. 75 
Turner & Pease Co., 815 Western Ave., Seattle, Wash oa oe 91, 100 | 5 693. 75 
Lakeside Butter Co., 417 Market St., San Francisco, Calif 39, 968 2, 498. 
Lakeside Butter Co., 929 East 2d St., Los Angeles, Calif_.....__-- hietieaal 44, 730 2, 645. 3° 
Lakeside Butter Co., 221 Colman Bldg., Seattle, Wesn........... Seoed 29, 104 1, 819. 
Challenge Cream & Butter ASsociation.__..____ ee se sisaesat 747, 874 44, 245. 64 


119, 461. 69 


Grand total: | 
Cincinnati office 3, 196, 422 161, 580. 39 
Portland office 1, 998, 690 119, 461. 69 


| 5, 195, 112 281, 042. 08 


(The Comptroller General’s ruling on this matter follows:) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., August 15, 1955. 
}~124910. 
Hon. L. H. FountTAIn, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 


Dear Mr. CHAIRMAN: Your letter of July 29, 1955, requests our opinion as to 
whether the transactions entered into and the payments made by the Commodity 
Credit Corporation to support the price of dairy products through the purchase 
and resale thereof pursuant to announcement Da-112, dated March 9, 1954, 
were authorized by law. 

The facts and circumstances surrounding the Da-112 program as related to 
cheese have been extensively developed and reported in the hearings before your 
subcommittee. We also have read a legal brief prepared by counsel for the 
administrative agencies concerned, a copy of which it is understood was furnished 
to your subeommittee. It appears that dairy products were supported at 90 per- 
cent of parity during the marketing year 1953-54. The Commodity Credit Cor- 
poration purchased American Cheddar cheese which met grade, size, and pack- 
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aging requirements at 37 cents per pound and sold the same at a price 2 cents 
higher than the support price, or 39 cents per pound, during this period. In 
February 1954, the Department of Agriculture announced that with the begin- 
ning of the 1954-55 marketing year, on April 1, dairy price supports would be 
reduced to 75 percent of parity and that thereafter the Corporation would buy 
Cheddar cheese at 3214 cents per pound and offer it for resale at 3444 cents per 
pound. 

Announcement Da-—112, issued March 9, 1954, offered to purchase cheese 
during the remainder of March, at the March purchase price of 37 cents per 
pound, provided the offerers contract simultaneously to repurchase the cheese 
during April, at the April sales price (34144 cents per pound). The cheese was to 
remain in the custody of the seller and delivery and transfer of title was to take 
place at the time of grading or when the offer was accepted, whichever was later. 
It was to revert to the seller on April 1, if graded prior to that time, or as soon as 
it was graded, if the grading took place after April 1. On April 1 or as soon after- 
ward as the cheese had been graded, the seller could submit vouchers or invoices 
together with USDA grading and inspection certificates, and receive payment of 
the net difference between purchase and sale prices. Difference payments 
exceeding $2 million were made for some 86.6 million pounds of cheese. 

Authority for the dairy products support program is contained in the Agricul- 
tural Act of 1949 (63 Stat. 1052, 1053, 7 U. S. C. 1446 (¢)), section 201 (¢) of 
which provides as follows: 

“The price of whole milk, butterfat, and the products of such commodities, 
respectively, shall be supported at such level not in excess of 90 percent nor less 
than 75 percent of the parity price therefor as the Secretary determines necessary 
in order to assure an adequate supply. Such price support shall be provided 
through loans on, or purchases of, the products of milk and butterfat.” 

Previous legislation (sec. 1 of the Agricultural Act of 1948, 62 Stat. 1246) had 
permitted price support through “loans, purchases, or other operations.” That 
omission from the 1949 act of authority to engage in “other operations” clearly 
left only the methods of loans or purchases available, seems to be undisputed. 
(See Opinion of the Solicitor, Department of Agriculture, No. 5587, dated May 
7. 1954: Opinion of the Attorney General of the United States, dated June 9, 1954, 
vol. 41, No. 28.) 

While the purchase method of supporting prices for dairy products with which 
we are concerned involves many complicated considerations, it is clear that 
“purchase” means an acquisition, if not of full ownership,of a property interest 
in the commodity which, at the very least, would permit its complete removal 
from the market. Also, it is clear that the purchase method is to be distinguished 
from a direct payment without acquisition of any interest in the commodity 
the employment of which method the Department of Agriculture has recognized 
would require additional legislation. (Study of Alternative Methods for Con- 
trolling Farm Milk Production and Supporting Prices to Farmers for Milk and 
Butterfat, H. Doe. No. 57, 84th Cong. (January 5, 1955).) 

As stated in the legal brief, “Commodity Credit Corporation intended and 
helieved that it was making a true purchase and a true sale.” Apparently, 
therefore, the purchase function of the DA—112 transactions was to remove the 
commodity from normal markets and to keep it from reentering them until after 
April 1. While it is recognized that the price-support program necessaril) 
involved problems of disposal, it thus is pertinent and necessary to consider 
whether the transactions involved bona fide purchases. 

The conditions of DA—112 required the commodity to meet inspection stand- 
ards (see. 5) and to be held until April 1 (sec. 9) to be eligible. Section 10 re- 
quired agreement to repurchase, and section 11 provided, in pertinent part, that 
“delivery of the commodity to CCC * * * shall effect redelivery by CCC to the 
offerer on April 1 or on the date CCC takes delivery, whichever is later.” 

These conditions fail to disclose any element of property interest passing 
to the Government that normally would be indicative of or prerequisite to a 
bona fide purchase. That the Government not only did not acquire any dominion 
whatsoever over the cheese purported to be purchased but firmly committed itself 
to resell to the offerer the identical cheese purchased appears to have been estab- 
lished heyond reasonable question by testimony at the hearings, beginning at 
page 369. However, in the brief it is contended in part as follows: 

“Tt is submitted that the word ‘purchase’ does not require that the purchaser 
acquire full and unfettered title in, dominion over, or right to, the commodity 
purchased and that nothing in the Agricultural Act of 1949 requires the Secretary 
of Agriculture to effect any type of purchase or control over a commodity to any 





1525 


extent greater than that which he has determined desirable in order to provide 
price support.” 

Also, it is stated that— 

“* * * The Corporation under the contract effected all of the domination over 
the commodity that it found necessary, to wit: Each pound of the products 
{butter as well as cheese was covered by the DA-—112 program] so purchased was 
removed from the normal markets in March and did not reenter the channels of 
trade and commerce until April and then at prices above the support level. * * *” 

While it doubtless was intended that the Government would acquire an interest 
in the cheese sufficient to constitute compliance with the purchase requirements of 
section 201 (c), a realistic analysis of the so-called purchase-resale arrangements 
indicates that the purported “‘sellers’’ never parted or obligated themselves to 
part with their property and that the purported “buyer” never bought or obligated 
itself to buy such property. Since it was stipulated in section 9 that “failure of 
the offerer to hold the commodity for CCC until its redelivery to the offerer shall 
render the contract void,” not only was acquisition of a sufficient property inter- 
est to ensure withdrawal from the market made impossible but expressly pro- 
vided against. We are unable to see how, as a practical matter, the arrange- 
ment constituted anything more than an offer by the Government, continuing 
until April 1, which might be accepted only by meeting the condition of having 
the commodities on hand at that date, and which was so indefinite and vague 
as to property rights obligated that it did not remove them from the market or 
constitute an agreement to sell any particular interest in them. 

No useful purpose would be served by considering whether any different result 
would be reached in respect to the legal effect of the arrangements if the Gov- 
ernment had reserved a right to retain the cheese offered or to return other than 
the identical cheese, or if provision had been made for liability in the event it 
was not held until April 1. But in any event a comparison of such arrangements 
with those actually employed illustrates the deficiencies of the purported pur- 
chase function. It is significant that under the actual transactions specially 
selected or aged cheese valued at in excess of the Government purchase price 
could and may have been offered and collected for entirely without risk of loss 
on the part of its owners. 

Even if the purported agreement to purchase if held until April 1 was not 
simultaneously canceled by the inconsistent agreement to resell at that time, the 
composite net result obviously was that no actual change in the status of the 
property occurred, and the purchase and sale elements of the transaction con- 
stituted in effect simply an agreement to pay a difference between the March 
Government purchasing price and the April Government selling price. 

There has been noted the provision in section 412 of the Agricultural Act of 
1849 (7 U.S. C. 1429) that “Determinations made by the Secretary under this 
act shall be final and conclusive * * *.”’ Clearly, the determinations referred to 
are those involving exercise of the discretion delegated with respect to matters 
left to his judgment, such as choice between a loan or purchase method, but 
certainly not a determination as to whether “purchases” or “other operations” 
could be employed in disregard of the methods of price support authorized under 
the langauge of section 201 (¢). 

In the circumstances, it is our opinion that the Da 112 transactions were not 
premised upon bona fide “purchases” within the meaning of the Agricultural Act 
of 1949 and, consequently, that payments thereunder were unauthorized and 
lmproper. 

However, we do not in any way question the sincerity of purpose, or infer 
that there was intentional wrongdoing, on the part of any officer concerned. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, April 27, 1956. 

Secretary of Agriculture Ezra Taft Benson today issued the following state- 
ment: 

“The Department has been informed that the Attorney General—in view of the 
differences of opinion between the legal staffs of the Comptroller General and 
the Department of Agriculture—will initiate one or more suits in order to obtain 
a judicial determination of the validity of transactions in March 1954 ( Announce- 
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ment DA 112) under the dairy price support program. This action involved 
the purchase and resale of cheese to manufacturers and handlers who withheld 
the product from the market during that month. In all the circumstances inci- 
dent to this matter, submissions of the questions to the courts can serve as the 
best means of resolving them. 

“We shall be glad to assist in any way possible to help reach an early solution.” 


EFFECT OF REDUCTION OF PRICE SUPPORTS ON DAIRY PRODUCTS 


Mr. Marsnatu. I received from the National Milk Producers Fed- 
eration their publication of April 27, 1956. Mr. Norton, Secretary of 
the National Milk Producers Federation, told the April 27 meeting 
of the State Brand Creameries Association, Mason City, lowa: 


Dairymen suffered a $600 million a year setback when price supports were 
dropped to 75 percent of parity in April, 1954. Since then they have been battling 
a serious price-cost squeeze. The increases in support levels announced last 
week in connection with a presidential veto of the farm bill gives some relief 
to the producer of manufacturing milk and butter fat. 

Is that what it has cost the dairymen ? 

Secretary Benson. Mr. Chairman, I think the action we took in the 
case of dairy products 2 years ago last April was in the very best in- 
terest of the dairy farmers. They were losing their markets. Butter 
consumption in this country had been going down for a number of 
years, on a per capita basis. Fluid milk consumption had been going 
down. The production had been moving into Government ware- 
houses ; our butter stocks reached a peak of 466 million pounds. Fol- 
lowing the adjustment in supports, that downward trend in consump- 
tion was changed. Consumption of butter increased. Consumption 
of fluid milk increased. Our stocks went down. 

True, we gave some of them away, but we sold some, too. And our 
acquisitions were greatly decreased. 

I think it has been in the best interest of the dairy industry. Asa 
matter of fact, they have started a promotion program, and we are 
joining with them in that. The market has stabilised and consump- 
tion has increased. The market has expanded. I think it has been 
a very healthy thing for the dairy industry. Had we continued in 
the way we were going the markets for many dairy products would 
have been further reduced. 

I do not know as to the income figure you mentioned. I have not 
seen the figure. 

The immediate effect was to decrease prices, but the long-time effect 
has been to increase consumption and increase the total return, I am 
sure, to dairy farmers. 

We can put some figures in the record, if you would like to have 
them. 

Mr. MarsHau. Do you know how much the dairy industry spends 
annually in promotion? 

Secretary Benson. The American Dairy Association has a budget, 
T understand, of a little over $6 million for this calendar year. 

Mr. MarsHauu. Does that include all of the contributions the dairy 
groups have made for promotional work ? 

Secretary Benson. It is an important part of the total. Some of 
the trade associations, like the Cheese Institute and the Butter Insti- 
tute, have spent some funds of their own. The individual companies 
have spent some. The overall program of advertising and promoting 
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is carried on by the American Dairy Association, which gets funds 
from producers as well as processors. 

Mr. MarsHau. Do you feel that that is having any effect ? 

Secretary Benson. I do. And I think the records indicate it is 
having a good effect. 

Mr. MarsHaty. We were talking about figures a moment ago. Since 
we have decreased the support price, how much has production in- 
creased, annually ? 

Secretary Benson. I think there has been some increase in pro- 
duction, though I think it is much less than there would have been 
otherwise. 

Of course, the increase has not come from an increase in the number 
of dairy cows, but rather in the production per cow. There has been 
some culling of dairy cows, wad means the dairy operation is more 
efficient than it was formerly. And of course with an abundance of 
feed at relatively low prices, that has been a stimulus to further 
production. 

Mr. MarsHatu. During the time the price support decreased on 
manufactured milk and butter and cheese, however, the price of fluid 
milk rose in most centers, did it not ? 

Secretary Benson. I think there were some increases, but I think 
not very much. It was spotted, I think, Mr. Marshall. 


PRICE CHANGES FOR MILK IN NEW YORK, BOSTON, MINNEAPOLIS, AND 
WASHINGTON, D. C., AREAS 


Mr. Marswaty. Could you place in the record the change that has 
taken place in the Washington milkshed and the New York milkshed 
and the Boston milkshed, for example, and Minneapolis? 

Secretary Benson. Yes; we have those figures. 

(The information requested is as follows :) 


Class I and blend prices for milk in New York, Boston, Minneapolis-St. Paul, and 
Washington, D. C., for the month of January 1953-56 and February 1956 


| | a i te, | 
New York! Boston | Minncapolis- | Washington D. C.? 
| . € | 





I ' 7 | | | 

Month and year | CjassI | Blend | Class I | Blend | ClassI | Blend | ClassI | Blend 
|} pe et bee Tee | ee! i ee Ut ee ee 

| hundred- | hundred- | hundred- | hundred- | hundred- hundred- | hundred- | hundred- 

weight | weight weight weight | weight | weight | weight weight 








January 1953....-.-- 
January 1954....--..- | 
January 1955.....-.- | 
January 1956......-- 
February 1956 


wR 


Mo 
oe _ 


1 

| $4.72 31 | $6. 60 | . 76 

| 4.45 3. 9: 3. 80 | 5. 8. 37 
4. 59 3.60| 3.48 | 60 | 5.37 

07) 5. 4. 36 3. 3. 68 | 5. 40 

| 3.99) 5% 4.33) 3. 3. 3. 6 86 





Minimum class I, blend and prices at 3.5 percent butterfat, test f. 0. b. the 201- to 210-mile zone in Boston 
and New York and f. o. b. city in Minneapolis-St. Paul. 
_? Net blend price and dealers class I buying price at 3.5 percent butterfat test for members of the Maryland- 
Virginia Milk Producers Association. 


Source: Agricultural Marketing Service. 


Note.—Prices for each city are comparable for different periods. Prices for different cities are not neces- 
sarily comparable with one another. 


PURCHASES OF DAIRY PRODUCTS 


Mr. Marsuaru. I am interested in the purchases made by the 
Government. I note that in this report—again this report is of April 
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27—it states that you pure ‘thased 8,003,879 pounds of butter for the 
week ending April 2 

I would like to “se you place in the record the comparable figure 
to that in 1953 for a comparable week, either the last of April or the 
first of May. 


(The information requested is as follows :) 


CCC purchases of butter, weeks ending Apr. 25, 1958 through 1956 


Pounds Pounds 


aed . 4, 872, 502 OBS ccc 4, 770, 618 
12, 872, 600 1956__. 8, 003, 879 


195: De id tees 
BITE vias 


Mr. Marsuwa.u. You have some figures to show how much you spent 
in support of dairy products by year / 

Secretary Benson. Yes, we have those figures. I do not have them 
right here, but we can get them and place them in the record. 

Mr. Marsuauy. Would you place those in the record, please 4 

(The information requested is as follows:) 


Quantity and cost of dairy products acquired under price-support program, Jan 
1949, to date 
{In thousands of dollars] 
Total 


acquisi- 
tion cost 


Carrying 
charge 


. 1 to Dee. 31, 1949-. $116, 796 $7, 427 $124, 22 
. 1, 1950, to Mar. 31, 1951 : 153, 158 8, 908 
, 1951, to Mar. 31, 1952 5 &, 304 864 
, 1952, to Mar. 31, 1953 160, 742 


162, 066 
9. 168 


9, 058 159, 800 


, 1954, to Mar. 31, 1955 : 253, 912 32, 039 285, 951 


1 
1 
. 1, 1953, to Mar. 31, 1954. . - 527, 405 55, 824 583, 229 
1 
1, 1955, to Mar. 31, 1956 2 i . . —— 260, 793 14, 759 | 275, 552 


oo2 


Total : 1, 481, 110 128, 879 , 609, 989 


15-month period. 
2 Partially estimated. 


CORN SHIPMENTS 


Mr. Marsnauy. In your statement you mentioned the shipment of 
corn. Were you in accord with that practice, Mr. Secretary, of mo\ 
ing corn from the Midwest to the west coast? Do you think that was 
the right policy ¢ 

Secretary Benson. Well, I presume those administering the pro- 
gram did the thing they thought was best at the time. They did not 
foresee accurate ‘ly what was going to happen; the weather conditions 
and soon. P robably if they were doing it again, in the light of the 
known facts today, it would have been a little different. Mr. Hughes 
or Mr. McLain could comment on that. Mr. McLain was head of the 
Grain Division at that time. 

Mr. McLarx. Mr. Marshall, at the time I think it was a wise deci- 
sion. Of course, we did not know that the crop was going to be cul 
back two or three hundred million bushels. At the time the decision 
was made, July 22 last, the decision was made to do this for a couple 
of reasons. The primary one was that we had been advised by the 
steel companies that steel would not be available to get the numbe1 
of bins that our States had indicated es us they needed. We had 
this meeting in Minneapolis, with our State committees, our commod- 





1529 


itv directors, and our Advisory Committee on Grain Trade, that we 
had called in to review the thing. In the light of the steel that was 
available and in the light of the crop report which was issued in July, 
just ahead of this meeting . the decision was made to move in this 
direction. 

| think if we had known at that time that the crop was going to 
he down two or three hundred million bushels it would not have been 
made, but we did not know that. 

Mr. Marsuaua.. Mr. McLain, that is all very fine except for the fact 
that a good share of this corn was moved at a late period, so the situ- 
ation changed, did it not? 

Mr. McLain. That is correct. You might be interested, Congress- 
man Marshall, to know that just today we have bought another 100 
million bushels of bin space at a cost of about 5 cents more than we 
bought it a year ago. A good many of those bins are going into 
lowa and Minnesota, your St: ite, to take care of a situation that does 
exist today in spite of the fact that we moved that grain out there. 

Mr. Marsuaiu. The Secretary’s statement at that time was that you 
felt, some export trade would develop. Have you moved that corn 
on the west coast / 

Mr. McLain. Weare in the process of moving it now. We have sold 
about 1 million bushels in the last 2 weeks. 

Mr. Marsuautu. Where are you moving it to? 

Mr. McLain. I can give that for the record. It sold for $1.50 a 
hus shel. 

Mr. Marsuauti. Do you have to sell it at a reduced rate? 

Mr. McLain. I think if you would check with the rate offered on 
the eastern port today you would find that is a very good rate. 

Mr. Marsuaty. Would you place in the record ‘where you are dis- 
posing of that? 

Mr. McLain. Yes. 

Mr. Marsuauti. And whether or not you are selling it at a reduced 
rate, and the condition of the corn ? 

Mr. McLarty. We would be happy to. 

(The information requested is as follows :) 

The United States Department of Agriculture in a public release dated March 
23, 1956, announcing a modification of its corn sales policy included the announce- 
ment that approximately 10 million bushels of corn stored in flat houses in the 
Pacifie Northwest was being offered for export sale. 

The quantity of corn sold from April 17 to May 2, 1956, amounted to 1,460,000 
bushels. Of this total 23,500 long tons or nanan bushels were sold, basis 
U.S. No. 2, with No. 3 to apply at a discount, for $54 per short ton or approxi- 
imately $1.512 per bushel. Thirteen thousand long tons or approximately 520,000 
bushels were sold basis U. S. No. 5 or better at prices ranging from $48.15 to 
MOO per short ton or $1.348 to $1.3886 per bushel, respectively. All sales were 
nade f. o. b. vessel, Columbia River, Puget Sound, or San Francisco Bay area. 

There is no export price pattern available for corn sales on the west coast, 
thus it is difficult to determine whether the corn is being sold at reduced rates. 

he export destination on the sales made is not available since the corn has 
hot yet been exported. Presumably, it might be shipped to Japan or continental 
Europe excluding Iron Curtain countries. 


STORAGE BINS 


Mr. MarsuHauni. You mentioned, Mr. McLain, that you were paying 
» cents more for the bins. You are purchasing steel bins, are you not 
Mr. McLarty. That is correct. 
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Mr. Marsuauu. Would any of the increased cost come about because 
of your failure to purchase wooden bins at a competitive rate? 

Mr. McLatn. Of course, we have had some interesting experiences, 
Mr. Marshall, with the wooden bins. We have had a lot of difficulty 
over the past years in the use of them. We have decided as a standard 
oractice in the Department to use a 3,250-bushel size standard steel 
fin, which we believe is the most satisfactory type of bin we can use. 

We urged the wood industry—and I am just as much interested in 
the wood industry having a part of this as you are—to come up with 
a standard type bin that would meet the requirements of the Depart- 
ment, and I think they are seriously trying to do that. But they were 
not able to do it at the time we went out with this announcement this 


year. 
BARTER VALUES OF FARM PRODUCTS 


Mr. Marsuauu. I have noted, Mr. Secretary, that the automobile 
industry has been cutting back production somewhat because they 
find they do not have a market for all the new cars they have been 
able to produce. I note in your statement that you call attention to 
the fact that some prices have been good because of the high em- 
ployment factor. 

During the time I was home last year it was interesting to me to 
observe the situation, because I saw so many of my neighbors who 
wanted to buy a new car, and they called my attention to the fact 
that it took a good deal more to buy a car. I checked these figures 
with Mr. Wells. Approximately it took 65 200-pound hogs, which 
were required to buy a Customline Ford, price, $2,110, in November 
1952; while it took 96 200-pound hogs to buy a Customline Ford, 
price, $2,230 in November 1955. 

For beef steers the figures were 8,500 pounds of steer, lightweight, 
to buy a Ford in November 1952; and 13,300 pounds to buy a Ford 
in November 1955. 

It seems to me that those figures do give some indication as to the 
effect upon our national economy, and the fact that such a large 
segment of our population does have to spend that much more in 
order to get the goods. 

Secretary Benson. That relationship, Mr. Marshall, works a hard- 
ship on the farmer. I would like to point out, however, that hog 
prices have improved considerably in recent weeks. In the last 3 
years they have averaged somewhat higher than they did the previous 
3 years. They are not high enough now to suit any of us. 

I am very pleased to hear you say that in the interior markets, 
out in your area, they have been up around $16 or better. We hope 
to see some further improvement. 

Mr. Marsuatu. I was placing that in the record to call attention 
to the discrepancy that does exist, and I am in hopes that all of us 
can work together to do something about that. 

Secretary Benson. Yes. 

Mr. Marswaty. As you stated better than I, it is not a happy re- 
lationship. 

Secretary Benson. That is true. 

Mr. MarsHaxy. And one I hope and we all hope will change. 

Secretary Benson. Yes, sir. 

Mr. Wuirten. Off the record. 
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(Discussion off the record.) 

Mr. Wurrren. That will be fine. 

Mr. Marswauu. Mr. Secretary, in the 1955 agricultural appropria- 
tion hearings Mr. Horan asked you on page 25 of the hearings, “When 
you took office the livestock industry, particularly, was not in good 
shape.” You answer, “No, indeed, it was not.” Could you explain 
to me what the situation is today, Mr. Secretary. 

Secretary Benson. The hog situation is improving. Spring far- 
rowings in the Midwestern States were down 7 percent as compared 
with a year ago. This means that marketings this coming fall and 
winter will be down from a year ago and prices should be better. 
Considerable improvement in hog prices has occurred since the first 
of this year. 

Cattle numbers are at the peak of the current cycle. Marketings 
have been heavy. Numbers of cattle on feed have been high and prices 
of well-finished cattle have been depressed. ‘The heavy movement of 
these fed cattle to market is now mostly behind us. 

This past year the cattle and the hog cycle crested together. This 
meant a large volume of meat and downward pressure on prices. 


EFFECT OF FLEXIBLE PROGRAM ON DAIRY PRODUCERS 


Mr. Marsuauu. Mr. Secretary, you also mentioned that the dairy 
program was the worst that you have inherited. At that time, we 
had approximately 70 million pounds of butter on hand. Presently 
the stocks have been disposed of; however, the production has in- 
creased and the farmer has taken in less. Do you feel that the flexible 
program that you announced has brought satisfactory results for 


dairy producers ? 

Secretary Benson. I think adjustment in dairy price supports was 
necessary and has been helpful to the dairy industry. Prices in 1955 
were up slightly from 1954. Incomes of dairy farmers also were up. 
The rate of increase in production was retarded. Dairy cattle num- 
hers were down. Consumption of fluid milk and butter increased. 
Government stocks were down and Government purchases were 
reduced. 

Not all of these improvements can be credited to the adjustment 
in price supports, of course. The dairy industry has undertaken a 
broad program of promotion, with cooperation from the Department 
of Agriculture. 

Mr. Marsuatu. You will recall that I asked you in the hearings on 
the 1955 appropriation bill on page 59 whether you knew of any 
programs in effect at that time that restricted the freedoms of the 
farmers. You stated that: 

I am in favor of having the maximum freedom to the farmer, at the same 
time giving him the protection he needs, and also protecting our national food 
supply. And I hope we can do that with a minimum of regulations and control 
on the farmer’s individual operations. 

Mr. Secretary, what have you accomplished along this line and 
have you found any programs which you felt were depriving the 
farmer of his freedom ? 

Secretary Benson. One of the very first acts of this administration 
was to free farmers from compulsory grading of livestock. In the 
Agricultural Act of 1954, the Congress eliminated marketing quotas 
for corn, a change which we recommended. We have recommended 
voluntary rather than compulsory farm programs, as in the soil bank. 
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We have urged discretionary rather than mandatory programs, as 
in price supports for feed grains. 

There are now programs certain of which deprive farmers of their 
freedom, and we have tried to get these programs changed. One of 
these is the provision which pen: nalizes a farmer for growing wheat in 
excess of his allotment, even if he feeds it all on his own farm. 

Rigid, mandatory high-level price supports have resulted in sharp 
acreage reductions and have reduced the freedom of farmers to operate 
their farms in accordance with the principles of sound farm manage- 
ment. With the Agricultural Act of 1954, which we have, and with 
the soil bank which we hope to obtain, we expect that our farm pro- 
vram can be so operated as to give greater freedom to farmers. 

Mr. Marsuaiu. At times you have indicated that farm prices are 
not made in Washington. It is interesting to note that we now have 
five separate prices on corn, namely, the market price, the export price, 
the loan to farmers who comply with the allotments, to loan to farm- 
ers in a noncommercial farm area and the loan to farmers in the com- 
mercial corn area who do not stay within the allotments. Do you feel 
that this is less regulation and less confusing to the farmers ? 

Secretary Benson. We think the corn program will be an improve- 
ment in that it will avert a sharp decline in prices at harvesttime, 
such as we had last year. That is a major purpose of price supports 
to avoid excessive finetuations in prices. Farmers can r ~adily under- 
stand this; it need not be confusing. 

Mr. Marsuauy. Mr. Secretary, do you not feel that the loan rate 
for noncooperators will increase our corn supply. You indicated that 
many farmers would shift to soybeans? Do you feel that there is a 
market to permit a great increase in acreage of soybeans? 

Secretary BENson. Since most of the small grain is already seeded, 
the Corn Belt acreage which now pene s unplanted will largely go 
into corn and soybeans. I did not indicate a shift to soybeans; I said 
soybeans would prov ‘ae. strong mien for corn because the 
price of soybeans is high. I doubt that our announced program on 
corn will have much effect this year on the acreage of either corn 
or soybeans. We have a growing market for soybeans at home and 
abroad. Last year’s record crop is now selling at above parity. 

Mr. Marsuauu. Mr. Secretary, I heard the complaint from several 
handlers of grain that you are encouraging Government operation of 
our grain m: arket and that the Government is inter fering much more 
with the establishment of marketing channels than was done under the 
previous administration. 

Secretary Benson. We certainly are not encouraging Government 
operation of the grain market. W henever possible we use the private 
trade, in storing or exporting our grain. The Commodity Credit Cor- 
poration charter so specifies. 

The accumulation of heavy supplies of farm commodities in Gov- 
ernment hands makes it inevitable that Government must play a large 
role in the handling of these commodities. I wish that this was not 
necessary. 

Mr. Marsnati. Mr. Secretary, I know that you made some comment 
about new crops and one of the crops that you mentioned is bamboo. 
It is interesting to note that in the hearings for either 1936 or 1937 
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that the possibilities of bamboo are mentioned. What progress has 
been made by the Department and how much acreage could be planted 
to bamboo and the other crops you mention in your statement ? 

Secretary Benson. A number of our important crops have come to 
us from other lands. Soybeans are a noteworthy example; last year 
9) million acres of soybeans were grown. We continue to scout other 
lands for crops which may be suited to the United States and we con- 
tinue our plant breeding in an effort to adapt promising crops to our 
conditions. It is always difficult to know how large an acreage might 
be planted to bamboo and other new crops on which we are working. 
If we should find another crop like soybeans, this would more than 
make up for a hundred failures. 

Mr. Marsnauu. As you know, Mr. Secretary, Mr. Anderson and 
myself have been interested in the soil bank. Could you tell me why 
you have not used the provisions of existing law under the Soil Con- 
servation and Domestic Allotment Act to the extent that you could in 
order to bring about adjustment of crop production ? 

Secretary Benson. Until the harvest of the record-breaking crop of 
1955, we had thought that the acreage allotments and mar keting quotas 
provided by law, together with the pricing flexibility made available 
in the Agricultural Act of 19: 54, would permit the needful adjustments 
in crop ‘production. With the huge crop production of 1955, with 
the high level of livestock production and with the accumulated carry- 
over of earlier years, it became evident that an additional program was 
needed. Asa result of broad studies as to how this problem could be 
met, the President recommended a soil bank to the Congress. The 
soil-bank program recommended by the President would permit a 
direct assault on the surpluses themselves, and some of the causes for 
them, in a much more comprehensive and far-reaching manner than 
would have been possible under the authority of the Soil Conservation 
and Domestic Allotment Act. 

Mr. Wurrren. Mr. Natcher. 

Mr. Narcuer. Mr. Secret tary, asa member of this subcommittee I am 
glad to see that the budget estimates for agricultural appropriations 
for the Department of Agr iculture for the year 1957 show increases in 
nearly every item. I personally think that is good. 


RESEARCH 


For instance, the budget estimate for research, Agricultural Re- 
search Service, calls for an increase of $11,814,845. Speaking indi- 
—— I think that is fine, Mr. Secretary. 

Secretary Benson. I am glad you think so. 


FEDERAL CROP INSURANCE CORPORATION 


Mr. Natcuer. From that figure down to the increase of $15, that we 
jokingly called to the attention of the budget officer, Mr. Wheeler. I 
thinks that is still good. That $15 item I referred to is for the Federal 
Crop Insurance Corporation, with the request being for $6,210,000. 
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SCHOOL-LUNCH PROGRAM 


I am glad to see that the budget estimates submitted to this sub- 
committee request for our school-lunch program $83,236,000. That 
compares favorably, Mr. Secretary, with the amount that this sub- 
committee appropriated last year. As you will recall, we increased 
the budget request some $15 million, and I personally believe this 
item should still be raised. 


SOIL-CONSERVATION SERVICE 


I am glad to see, Mr. Secretary, that the estimates submitted to 
this committee call for an increase so far as the Soil Conservation 
Service is concerned. For instance, the estimate for conservation 
operations calls for an increase of $2,172,255. And for the item of 
watershed protection, the estimate submitted to this subcommittee calls 
for an increase of $4,005,935. I personally would like to see those 
amounts increased considerably more if it were at all possible. Soil 
conservation, as you and I know, is one of the big achievements of 
our present-day Government. We need more technicians. 

I am glad to see these increases that have been submitted to this 
subcommittee and I am just wondering this, Mr. Secretary, in at- 
tempting to solve the present agricultural problems, if it would not 
be a fine thing to do to call attention of the American people to the fact 
that only 5 percent of our entire budget is for agriculture. This sub- 
committee, together with the other subcominittees of the Committee 
on Appropriations, are today appropriating some $66 billion and only 
5 percent of that is for agriculture. I do not think, Mr. Secretary, 
that the people generally know that condition to exist. I personally 
believe if that amount were 10 percent it would not be too far out of 
line. 

Secretary Benson. A little less than 5 percent; 4.8 percent. 

Mr. Wuirren. Before you get away from that, we have had to in- 
crease it, speaking on behalf of this subcommittee, above the budget 
every year. 

Mr. Natcuer. All right, Mr. Chairman. 

Mr. Secretary, I again want to emphasize my statement that if that 
amount were 10 percent I would not think that was too far out of 
line. 

Secretary Benson. May I say about 81 percent of the total budget 
is for national security and veterans’ services. Of course all of our 
people benefit from that, but that is the big overwhelming item in the 
total overall budget. 

REQUEST FOR RESEARCH 


Mr. Narcuer. Yes. According to the budget estimates submitted 
to this subcommittee, I believe one-tenth of the total amount requested 
is for research. Is that right? 

Mr. Wuee.er. Approximately, yes. 

Mr. Natcner. About one-tenth ? 

Mr. Wueeter. About $103 million is for research and the total ap- 
propriation for regular activities is about $929 million. It would 
figure out about 10 percent. 
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Mr. Wuirren. Off the record. 

(Discussion off the record.) 

Secretary Benson. I would like to say on the record I like to see 
you speak in favor of increased funds for research because I think 
that is one of our most important functions. 

Mr. Natcuer. I agree with you, Mr. Secretary. 

Mr. Secretary, there are 1 or 2 items I want to discuss with you at 
this time. Off the record. 

(Discussion off the record.) 


EMPLOYEES OF DEPARTMENT 


Mr. Narcuer. Mr. Secretary, in your Department you have a great 
number of men and women who are experts in their field, men and 
women who have been in the Department for a number of years. A 
great number of them have been in the Department twenty-odd years. 
They are experts, well-qualified people who are dedicated to the task 
that they are carrying out, and I want to commend you, as Secretary, 
for keeping these people in the Department. I think it is a great 
thing. Regardless of a change in administration, I think these people 
who have served a great portion of their lives in this field should be 
retained, 

Mr. ANpERSEN. Will the gentleman yield ? 

Mr. Natcuer. Yes. 

Mr. AnperseN. It would be the same if this subcommittee had a 
new executive clerk each year. On this subcommittee we have Mr. 
Ross Pope, one of the most efficient clerks of the Committee on Appro- 
priations, and it would certainly do the subcommittee no good to 
change him every time the political wheels changed. 

I agree with you we do have a good many good people in the 
Department of Agriculture, and I hope the spoils system will never 
be applied to that organization. 

Mr. Natcuer. I agree with you, Mr. Andersen. 

As you know, Mr. Secretary, I am the freshman member of this 
subcommittee and I am one of those fellows who has a lot to learn 
about agriculture. 

Secretary Benson. We all have a lot to learn about it, Mr. Natcher. 

Mr. Natcner. But I say to you, quite frankly, I think it is a fine 
thing that these people are in the Department of Agriculture. I 
serve on other subcommittees, and I say to you, quite frankly, there 
is not a department in the Federal Government today that is any 
better staffed with qualified people than the Department of Agri- 
culture, and I think that situation has existed for a great many years. 
If you sat on this side of the table and served on other subcom- 
mittees with me and listened to-some of the testimony we hear and 
the attempts to justify appropriations, you would be amazed. I am 
glad these fine people are in your Department. 

Here is the point I have in mind. Going out in the field in my 
State of Kentucky—and I am sure it is true in every State in the 
United States—we have dedicated men serving as county agents. 
On one or more occasions this year and last year I pointed out that 
I thought some procedure should be immediately inaugurated or 
started in the Department of Agriculture which would bring about a 





1536 


salary increase as far as these county agents are concerned. Assum- 

ing this amount of $53,830,000 were appropriated for our Extension 
Service, which is an increase of $4,675,000, I understand and know 
that the Department of Agriculture under our present law could not 
say to the extension departments of our land-grant colleges that the 
salary scale of the county agents in the States should be a designated 
figure. But in setting up your program each year and going into the 
amounts to be appropriated for the Extension Service, is it not pos- 
sible for the Secretary of Agriculture and for your Department, 
under our present law and under the present amounts appropriated 
for our Extension Service, to see that something is done in those States 
where the salary scale is so low that we are losing county agents? 
What do you think about that, Mr. Secretary ¢ 


SALARIES OF COUNTY AGENTS 


Secretary Benson. Of course, Mr. Natcher, you touched a part of 
the service that is very close to my heart. I served as a county agent 
for some time and I started out at $1,800 a year; 1 remember that. 
There is a need for some improvement and I think some has been 
made. 

I would like to ask Assistant Secretary Peterson to comment on 
that since he has worked with it very closely. 

Mr. Prrerson. There is a very definite problem in the area you 
mention. The extension work is a cooperative work between the Gov- 
ernment and the States. The State system of higher education in 
some States has the selection of and the determination of salary rates 
paid to the cooperative extension agents. We have never attempted 
to dictate to any State the salary that should apply to extension agents. 
We have had conversations with the Land Grant College Association 
and with the National Association of Extension Agents and, without 
attempting to say to any of these organizations w hat the salary should 
be in any State, the facts have been pointed out that in order to main- 
tain a level of competency and the number of employees necessary, 
attention will have to be given toa salary level. Ina number of States 
that attention has been given and salary improvements have been made 
in the last year or two in varying degrees. Some States are at better 
salary levels than others. We regard that to be a matter for deter- 
mination by the States, and we have encouraged them to give attention 
to it by every means we know how. 

Mr. Narcuer. Assuming the Congress should give an increase as 
far as the Extension Service is concerned, I know under the present 
law and the system used that the county agent? s salary is within the 
confines of the State. I understand that. But cannot the Depart- 
ment of Agriculture through the Secretary here, or through you, go 
into detail with the land- erant colleges indiv idually, discuss the num- 
ber of employees employ ved, and where there is an increase, for in- 
stance in my State of Kentucky or any other State, instead of putting 
on more employees, why not channel some of this increase where it is 
necessary and use it for salary increases for county agents, for in- 
stance? Do you know of any reason why that could not be done 
from the standpoint of constructive advice from the Department ? 

Mr. Prererson. I would welcome that approach, again on a basis of 
not suggesting to the State what they had to do. I think if any of 





the additional funds made available by the Congress through the ini- 
tiative of this committee were to be used for salary increases, we would 
naturally wish the counsel and advice of this committee. 

Mr. Wurrren. Off the record. 

(Discussion off the record.) 

Mr. Perrrson. On the record, may I suggest the extension organiza- 
tion differs in the different States. In my own State, for example, 
the extension personnel, including county agents, come under the State 
system of higher education and have professional status as profes- 
sional employees. An approach to the question of salary increases 
for county agents brings into consideration the entire level of salaries 
within the system of higher education. Remember, these are matching 
funds we are talking about. It would seem where the States were 
able to match funds it would be possible to work out arrangements 
under which that might be done, but, again, I think we would need 
the guidance of this committee rather specifically in that connection. 

Mr. Narcuer. This, to me, is a quite serious problem, and I think 
come study should be given to this particular matter. As you pointed 
out to the committee, Mr. Secretary, you served at one time as a county 
agent. The county agents in my district and in my State are well 
qualified, dedicated people. It is the greatest thing in the world to 
go in my district and see what the county agents are doing and what 
they have done, and I think it is an outrage that these men, college 
graduates, with the experience and ability they have, are drawing sal- 
aries that are less than $6,000 a year, when here in Washington in the 
(Government we pay more than that to secretaries. I just wanted to 
call that one matter to your attention. 

Secretary Benson. I appreciate that. I am sure in consultation 
with the land-grant college associations and others we can do some- 
thing. 

Mr. Prrerson. We have made some progress, although much re- 
mains to be done. 


HOOVER COMMISSION REPORT ON RURAL ELECTRIFICATION ADMINISTRATION 


Mr. Narcuer. Mr. Secretary, when Mr. Nelsen appeared before 
this committee I took up briefly with him the Hoover Commission 
report. I feel sure you read the report, or at least you know the 
contents of this particular report ¢ 

Secretary Benson. The Hoover report? 

Mr. Narcuer. Yes; as far as REA is concerned. I hope you agree 
with me that if the recommendations of the Hoover Commission re- 
port were adopted it would destroy REA, especially recommendation 
No. 36 that the Rural Electrification Administration be recognized 
on a self-supporting basis and that it secure its financing from private 
sources, and so forth. 

How do you feel about the Hoover Commission report and the 
recommendations that were made in regard to REA ? 

Secretary Benson. We have reviewed all the Hoover report recom- 
mendations. The great majority of them we were in agreement with. 
here are some we have not been in agreement with, and this is one 
of them. We have pointed out what we think this would lead to and 
have taken exception to most of what they recommended on REA, 
certainly to phases of it. 
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I could put in the record our position on this. We have taken a 
position on each of the recommendations. 

Mr. Natcuer. I would appreciate it if you would submit for the 
record a short statement on your position in regard to the Hoover 
Commission recommendations that were made in regard to REA. 

Secretary Benson. We will be glad to do that. 

(The information requested is as follows :) 


COMMENTS ON THE REPORT, LENDING AGENCIES, OF THE COMMISSION ON ORGANIZA- 
TION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


1. COMMISSION RECOMMENDATION 


Recommendation No. 36: 
(a) That the Rural Electrification Administration be reorganized on a 
self-supporting basis ; 
(b) Secure its financing from private sources ; and 
(c) As reorganized, be made subject to the Government Corporation 
Control Act. 


2. EVALUATION AND COMMENT 


A. Reorganization of REa on a self-supporting basis. This recommendation 
would require that REA be reorganized as a corporation charging higher rates 
of interest than it presently charges on its loans in order to cover all expenses 
of the program—interest, administrative, and reserves, including those incident 
to loans already made and to new loans. The full burden of these costs would 
have to be assessed against new loans, since no increase in interest rate or service 
charges could be effected on loans already made. Existing loan agreements are 
binding contractual obligations of the Government. Compliance with the rec- 
ommendation would require REA to meet from interest income certain expenses 
which by law are not presently charged to REA appropriations, such as services 
rendered by the Office of the General Counsel, reserve for losses on loans, office 
space and utilities charges, retirement expenses in excess of employee deduc- 
tions, etc. On basis of present lending practices and the current cost of money 
from private sources, we have estimated that the following interest rates would 
be required in the first year of operation: 


Electric loans 4.8 to 6.1 percent 
Telephone loans 6.1 to 7.4 percent 


In addition, an underwriting charge would be required on each loan in order 
to cover the cost of processing. It would not be feasible to recover this cost 
through the interest rate, since the money would be needed for operations imme- 
diately. The underwriting charges would be approximately as follows: 


Electric loans $4 to $4.50 per $1,000 
Telephone loans $15 to $16 per $1,000 


The interest rate required in the second and succeeding years would be some- 
what below these levels, assuming that loan programs could be continued at the 
current level. However, few REA borrowers could pay such rates of interest 
plus amortization of the loan principal without prohibitive increases in their 
charges for service. 

B. The Commission recommends that REA secure its financing from private 
sources. An estimate of the cost of such financing was included in the interest 
figures cited above. If this recommendation is coupled with the Commission’s 
first recommendation that all costs of the agency be recovered through interest 
charges on current loans, the result will be prohibitive interest rates. Unless the 
Commission anticipated drastic changes in REA practices and lending require- 
ments such as amortization of debt it is likely that few borrowers could meet 
the requirements for a loan. If, on the other hand, the recommendation that 
REA secure its financing from private sources can be considered as a separate 
possibility, the situation could be quire different. 

C. REA be made subject to the Government Corporation Control Act. If it is 
assumed that REA is to be reorganized as a corporation, there is no objection to 
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it being made subject to the Corporation Control Act. If on the other hand 
REA is to continue as an administrative agency, there appears to be nothing to 
be gained by making it subject to the act. 

D. The effect of the Commission’s recommendation would be to terminate the 
rural telephone loans program with less than half of the farms havin¢ tele- 
phones and no other prospects in sight for alleviating the situation. The ex- 
tremely narrow operating margins experienced by rural telephone systems make 
it impossible to extend or improve rural telephone service under present loan 
repayment requirements in practically all areas at interest rates in excess of 
2 percent. 

Further progress in rural electrification financed with REA funds would be 
impossible under the Commission’s recommendation. Borrowers would be unable 
to meet the loan requirements. REA is at present the sole line of credit for 
about 1,000 rural electric systems, each a private corporation. These systems 
are the primary means of meeting the expanding power needs of 4 million con- 
sumers, and of extending central station service to the remaining unelectrified 
farms. These rural utilities have the usual public utility responsibility of 
furnishing adequate and dependable service at reasonable cost in their area, 
and, in addition, are expected under their corporate charters to operate without 
profit. 

E. The recommendation that REA be reorganized on a self-supporting basis 
apparently stems primarily from the contention of the Commission that the 2 
percent interest rate charged on REA loans is 1 percentage point less than the 
interest which the Treasury must pay on long-term issues. In its determination 
of the 2-percent rate established in the Rural Electrification Act, Congress gave 
consideration to the cost of money to the Government. 

Examination of the rates paid by the Government on marketable securities 
during the period 1944 to 1955 indicates that no loss has been sustained as a 
result of the 2-percent rate charged REA borrowers. Since it is difficult to deter- 
mine the source of the REA loan funds, the only basis we have for comparison 
is the rate paid by the Treasury for all marketable securities. 

F. REA borrowers, including cooperatives, are not as the report states specifi- 
cally exempt from all Federal taxes. REA cooperative borrowers are nonprofit 
associations, and no business operating without profit pays income tax. The 
borrowers are, of course, subject to various excise, payroll, and property taxes 
as are other businesses in accordance with the applicable Federal and State laws. 

G. The anual cost of administering the electric program is currently running 
at about $4,150,000, in contrast with the 5-year average figure cited by the 
Commission of $7,750,000. The Congress specifically provided in the Rural 
Electrification Act of 1936 that the administrative expenses were not to be borne 
by interest charges on REA loans. 


8. POSITION OF THE DEPARTMENT 


The assumption of the Commission “that lending or guaranteeing loans is 
a function which the Government should undertake only when private enterprise 
cannot or will not perform the function and then only in furtherance of a justi- 
fiable Government purpose” seems undeniably sound and is an underlying basis 
for the REA program. The accomplishments of the REA program speak for 
themselves. The program has been a major factor in advancing the economic 
welfare and productivity of those who provide the Nation’s foods and fibers. 
Segun in 1935, the program has been largely responsible for accomplishing 
extension of electric service to about 93 percent of the Nation’s farms today. 
The rural telephone loans program, begun in 149, is contributing substantially 
to the provision of rural telephone service. These programs are essential to the 
national security. 

The Department of Agriculture is always interested in any proposals for 
improving its programs. We believe as do many REA borrowers, and their 
farmer members, that the possibility of strengthening the rural electric and 
telephone systems through the use of private capital, freeing them from complete 
dependence on Government, is a desirable long-range objective which should be 
more fully explored. We are willing to study with the people involved any 
plans that have merit to determine if there is a better way to accomplish the 
objectives of the REA program. This, of course, requires that we give con- 
sideration to the existing situation with respect to the $3.2 billion which has 
heen loaned. Obviously the people affected would be unwilling to change their 
contracts without some benefit to them. The contracts between the Government 
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and the REA borrowers are legal documents and no change could be made in 
them without the consent of the borrowers. The Commission’s recommendation 
would provide for placing the full burden for administering the program, includ- 
ing the loans already made, upon the new loans. 

We have grave doubts of the soundness of attempting to make new REA loans 
earry the full burden of the expense of the program. As we have noted, few 
borrowers could pay the resulting interest and service charges without prohibi- 
tive increases in their charges for service. Implementation of this recommenda- 
tion is, we believe, a practical impossibility. 

It is the position of the Department that no increase such as would result 
from the Commission’s recommendation should be made in the interest rates 
charged REA borrowers, and that the loan needs of the borrowers to accomplish 
the purposes of the Rural Electrification Act should be fully met. This position 
is taken in light of the following facts: 

A. The 2 percent interest rate charged REA borrowers from 1944 to the 
present time has been sufficient to cover the cost of the money to the Treasury, 
as measured by the interest rate on marketable securities during the period. 

B. The recommendation of the Commission could not be carried out with- 
out terminating for all practical purposes both the electric and the telephone 
programs. 

C. The recommendation would impose undue hardships on the RBA bor- 
rowers and the people they serve. These borrowers have a utility obligation 
in their areas. REA is at present their only source of credit and the Con- 
gress by its actions repeatedly has indicated an obligation to continue to 
finance these borrowers until a reasonable alternative appears. The Com- 
mission’s proposal would remove REA from this field without supplying a 
reasonable alternative. 

D. The recommendation that REA be made self-supporting poses a serious 
problem with respect to the loans now outstanding. No increase in interest 
rate could be effected on loans already made, and it appears unreasonable 
to expect that new loans should be made to bear, in addition to their own 
costs, the cost of servicing the $3.2 billion of loans made to date. Congress 
has from the inception of the REA program viewed the cost of its adminis- 
tration as a proper function of Government. 

E, The results of the Commission’s recommendation would be contrary to 
the frequently expressed policy of the Congress and of this Administration 
with respect to the REA’s programs. 


4. EXTENT TO WHICH THE RECOMMENDATION CAN BE IMPLEMENTED 


All points in the Commission’s recommendations on REA would require new 
legislation. 


5. MANNER IN WHICH THE RECOMMENDATION WOULD BE CARRIED OUT 


None of the recommendations could be carried out under existing legislation. 


COMMENTS ON THE ReEporT “LENDING AGENCIES” OF THE COMMISSION ON ORGANI- 
ZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


1. COMMISSION RECOMMENDATION 


Recommendation No. 42: That the Congress revise the Government Corpora- 
tion Control Act to provide for Federal charters for Government corporations 
having greater uniformity in standards, requirements, and practices. 


2. ‘EVALUATION AND COMMENT 
REA is not subject to the Government Corporation Control Act at present. 
3. POSITION OF THE DEPARTMENT 


In the event the agency was brought under the act, there would be no objection 
to this recommendation. 


4. EXTENT TO WHICH THE RECOMMENDATION CAN BE IMPLEMENTED 


Legislation would be required to make REA subject to the act. 
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5. MANNER IN WHICH THE RECOMMENDATION WOULD BE CARRIED OUT 


See 4 above. 


COMMENTS ON THE REPORT “LENDING AGENCIES” OF THE COMMISSION ON ORGANI- 
ZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


1. COMMISSION RECOMMENDATION 


Recommendation No. 43: That the Secretary of the Treasury be required to 
impose rates of interest on the agencies discussed in this report for Federal 
advances or contributions equal to the going rate of interest paid by the Treasury 
on its obligations of comparable maturity. 


2. EVALUATION AND COMMENT 


This recommendation appears to apply to REA only as an alternative to the 
Commission’s recommendation number 36 that REA secure its financing from 
private sources. 

As noted in our response to recomendation number 36, “in its determination 
of the 2 percent rate established in the Rural Electrification Act, Congress gave 
consideration to the cost of money to the Government. Examination of the 
rates paid by the Government on marketable securities during the period 1944-55 
indicates that no loss has been sustained as a result of the 2 percent rate 
charged REA borrowers. Since it is difficult to determine the source of the 
RBA loan funds, the only basis we have for comparison is the rate paid by the 
Treasury for all marketable securities.” 

The Department believes that the cost of money to the Government is a fair 
basis for the determination of the interest rate. The Department cannot agree 
that the interest rate to REA borrowers should be equal to the rate the Treasury 
pays for long-term issues with similar maturities. There is no direct relation- 
ship between these two such as the Commission recommendation presupposes. 


8. POSITION OF THE DEPARTMENT 


The Department agrees that the interest rate charged REA borrowers should 
be adequate to cover the cost of the money to the Treasury. As pointed out in 
our response to recommendation No. 36, this is being accomplished by the 2 per- 
cent rate which has been in effect during the period 1944-55. 


4. EXTENT TO WHICH THE RECOMMENDATION CAN BE IMPLEMENTED 


This recommendation on REA would require new legislation. 


5. MANNER IN WHICH THE RECOMMENDATION WOULD BE CARRIED OUT 


See 4 above. 


COMMENTS ON THE Report “LENDING AGENCIES” OF THE COMMISSION ON 
ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


1. COMMISSION RECOMMENDATION 


Recommendation No. 46: That all non-mutualized agencies engaged in lending, 
guaranteeing, and insurance be required to report each year to the Congress 
and the Treasury in a form determined by the General Accounting Office the 
total amount by which earned income failed in the previous year to cover: 

(a) Operating expenses; 

(b) Interest on advances by the Government at a rate equal to that on 
the publie debt of comparable maturity ; 

(c) Losses on loans or investments; 

(d) Reserves against losses; and 

(e) If the agency is not paying a return on the Government’s investment, 
interest received on holdings of United States securities up to the amount 
of the Government’s investment. 


2. EVALUATION AND COMMENT 


REA makes a report each year to the Congress and to the Treasury which 
shows its operating expenses, losses on loans or investments, reserves against 
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losses, and interest at a rate of 2 percent on advances by the Government. REA 
has no United States Government securities. 

In commenting on the Commission’s recommendations numbered 36, 43, and 
44, we have pointed out that there is no definitive relationship between tne 
money which the Treasury advances to RHA and the interest rate which the 
Treasury pays on long-term issues. 


3. POSITION OF THE DEPARTMENT 


The Department has no objection to recommendation No. 46 as it applies to 
REA with the exception that the Department is opposed to part b of the recom- 
mendation, which would require REA to report “interest on advances by the 
Government at a rate equal to that on the public debt of comparable maturity.” 
The basis of this objection is set forth in the Department’s position on recom- 
mendations No. 36 and 43. 


4. EXTENT TO WHICH THE RECOMMENDATION CAN BE IMPLEMENTED 


This recommendation can be implemented without further legislation. 


5. MANNERIN WHICH RECOMMENDATION WOULD BE CARRIED OUT 


REA could conform to this recommendation as soon as the form of the report 
was determined by the General Accounting Office. 


COMMENTS ON THE Report “LENDING AGENCIES” OF THE COMMISSION ON 
ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


1. COMMISSION RECOMMENDATION 


Recommendation No. 44: That all lending and guaranteeing agencies charge 
such fees to their borrowers as will permit them to reimburse the Treasury for 
the cost of money advanced to them and cover their own administrative 
expenses. 


2. EVALUATION AND COMMENT 


As was the case with recommendation No. 438, this recommendation is in- 
consistent with recommendation No. 36 made by the Commission, which would 
require REA to obtain its loan funds from private sources. 

As was pointed out in connection with recommendations Nos. 36 and 43, the 
assumption of identity of interest rates on money borrowed by the Treasury 
and the cost of money it makes available to lending agencies for identical periods 
of time may not be valid. It appears that the 2-percent rate of interest charged 
REA borrowers since 1944 has been adequate to cover the cost of the money to 


the Treasury, as measured by the interest rate on marketable securities during 
the period 1944-55. 


The effect of this recommendation on the REA borrowers and on the accom- 


plishment of the purposes of the Rural Electrification Act would be essentially 
the same as the effect of recommendation No. 36. 


3. POSITION OF THE DEPARTMENT 


As was pointed out in connection with recommendation No. 438, the 2-percent 
rate which has been in effect since 1944 has apparently been adequate to cover 
the cost of money to the Treasury. 

The Department believes that the imposition of the full administrative ex- 
penses of REA on new loans cannot, as a practical matter, be accomplished 
Reasons supporting this view were discussed in connection with recommendation 
No. 36. 


4. EXTENT TO WHICH THE RECOMMENDATION CAN BE IMPLEMENTED 
This recommendation on REA would require new legislation. 


5. MANNERIN WHICH RECOMMENDATION WOULD BE CARRIED OUT 


This recommendation could not be carried out under existing legislation. 
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IMPORTS OF COTTON GOODS 


Mr. NarcueEr. From time to time my attention has been called to 
imports being made of certain cotton goods. That has been called to 
your attention, I believe, from time to time. Petitions I believe have 
been presented to you. I know I have received copies of certain peti- 
tions from time to time concerning cotton piece goods that are imported 
into this country. I believe you are acquainted with that particular 
matter ¢ 

Secretary Benson. Somewhat, but Mr. Butz has been following it 
in more detail. 

Mr. Natcuer. Mr. Butz, what comments do you have, if any, as to 
whether or not this procedure should be followed as it has been or 
should be stopped ? 

Mr. Butz. The importation of cotton piece goods and cotton textiles 
has been increasing in this country the last year, particularly from 
Japan. We are watching it very closely. We had a request from the 
National Cotton Council to consider section 22 action. We examined 
it and felt legally we had no basis to recommend section 22 action be- 
cause it was very difficult if not impossible to demonstrate injury to 
the industry as a whole. 

At this time the importation of cotton goods and textiles is running 
130,000 bales equivalent a year, and exports of cotton goods and tex- 
tiles would run approximately 530,000 bales equivalent. 

We are watching the situation very closely. Japan has volunteered 
to restrict her exports to this country on a voluntary basis at approxi- 
mately the present level. 


GOVERN MENT-OWNED LANDS 


Mr. Narcuer. Mr. Secretary, from time to time we hear statements 
made that in this country we have 350 million acres of land in pro- 
duction, and that is 50 million acres too many, and that the soil bank 
will assist in solving this problem, and that we have on hand $7.5 
billion or $8 billion in surplus commodities, and that is one of the 
objectionable features so far as agriculture is concerned today, and 
that if we could eliminate the surplus on hand we might be in better 
condition. 

When Mr. Farrington, your General Counsel, appeared before 
this committee to justify the item concerning his particular depart- 
ment, [ asked him if he would submit for the record a report con- 
cerning land owned by the Federal Government that was in 
production today, producing commodities that we now have on hand 
in surplus. Mr. Farrington was kind enough to have the necessary 
study made, and in part 3 of our hearings, on page 1260, appears the 
statement and the chart concerning this matter. 

It appears we have 405 million acres of land in this country owned 
by the Federal Government, which is 21.3 percent of the total land 
area; and that of this, approximately 1,400,000 acres of Federal land 
are leased out for farming. The 1,200,000 acres of this Federal 
land leased out for farming was leased by the Department of De- 
fense—500,000 acres in the Northern States, 400,000 acres in the South- 
ern States, and 300,000 acres in the Western States. The total number 
of leases made by the Department of Defense was about 6,000. 
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In addition, this study shows in 1954 approximately 245 million 
acres of Federal land were usable and open to grazing under permits 
and leases, almost 90 percent of which, or 225 million acres, being 
public domain land. 

I assume a part of the 245 million acres under permits and leases 
for grazing rights is also producing surplus commodities. 

Do you not feel that if we have too many acres in production today 
in the United States, that with the exception probably of that land 
condemned with the understanding that the original owner could 
lease it back when it was not in use, with the exception of those cases 
where we have some moral obligation, do you not feel the Federal 
Government should get out of the agricultural business ? 

Secretary Benson. Mr. Natcher, I have been sympathetic with 
the view you have just expressed, not only of Government in the 
agricultural business but in a lot of other businesses that it has been 
in for a good many years. I would like to see it out. Much of this 
land, I understand, is rented by farmers and ranchers and I under- 
stand it fits in with their economic operation. 

As I understand, there has been an interdepartmental committee 
working on that. I will ask Mr. Peterson to comment on that. 

Mr. Pererson. I have been in the discussions within the Govern- 
ment working on the question you raised. It is a difficult one to re- 
solve. Certain historical patterns of uses have been built up over 
the years. 

First I would like to comment on grazing lands, particularly in the 
West. The livestock industry in that area is built up in the use of 
public domain or national forest lands under the permit system, pur- 
suant to which the rancher pays so much per annum or month for the 
privilege of grazing his animals either on public domain or national 
forest lands. That is a practice of long standing, a good many dec- 
ades. Without that privilege, the land owned in fee on which is grown 
the hay and winter feed would be materially of less value than it is. 

I believe you know generally the practice pursued where the rancher 
has the property on which he grows his hay and winter feed and takes 
care of his animals during the feeding season, and then grazes them 
on public and private land during the grazing season. 

There is a good deal of land under the control of the Defense De- 
partment, as I understand it, on certain reaches of the Mississippi 
River that has been and is currently being leased for farming pur- 
poses. There are other types of land to which you allude that have 
been taken over for military establishments and then leased back to the 
owners until needed for defense purposes. This is a troublesome prob- 
lem. Generally the folk with whom I have discussed the matter are 
in accord that the Government, by its own action, should not aggravate 
the problem of surpluses with which, through the Department of 
Agriculture, the Government is presently trying to deal. Considera- 
tion has been given and is now being given to the establishment of a 
policy and a directive in this area. It was thought in the initial stage 
it would be a relatively easy task, but since going into the many rami- 
fications it has been found that it is not easy of solution. It is get- 
ting continuing study and we have been hoping some action would be 
forthcoming in the not too distance future. 
Mr. Wurrren. Will the gentleman yield ? 
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Mr. Natcuenr. I yield, 

Mr. Wuirren. I think the administration came out early that they 
planned not only to stop a lot of this but to sell a lot of this land. But 
when you get into it, you run into a lot of problems. The soil bank 
is purely voluntary, but in my area they put four big reservoirs, and a 
lot of the land they took over they will flood very infrequently, if ever. 
This land was taken over the objection of the landowners and it is 
good they could lease it back. So there is the difference that whereas 
the soil bank is a voluntary thing, the individual is helpless in this 
other situation. I mention this only as the other side, because I lived 
with it in my area. 

Mr. Natrcuer. Mr. Chairman, I fully agree with you that in those 
cases where the land was secured by condemnation and the Govern- 
ment is morally obligated to lease back a portion of the land to the 
former owner, that is all right. I do not think it applies to his next 
door neighbor. I think in those particular instances it would be all 
right, but I do not think the Department of Defense or any other 
Department of the Federal Government has the right to hold, for 
instance, 36,000 acres of fine agricultural land that I know about—in 
fact, it is located in my district—on a standby basis, saying that in case 
of emergency it might be used, and then turn around and lease a great 
portion of it with that land producing commodities that are now in 
surplus. I think the procedure is wrong. I think with the exception 
of moral obligations the Federal Government should get out of the 
agricultural business. 

Now, Mr. Chairman, I did not mean to take that much time. 

Mr. Wiirren. That is all right, Mr. Natcher. We all get interested 
and take more time than we intend, but I wish we could all have more 
time. 

Mr. Marsmatt. Off the record. 

(Discussion off the record.) 

Mr. Wuirren. Mr. Andersen. 

Mr. Anpersen. Mr. Chairman, off the record. 

(Discussion off the record.) 

Mr. Wuirren. Off the record. 

(Discussion off the record.) 


Turspay, May 1, 1956. 


Mr. Wuirtren. The committee will come to order. 

Mr. Andersen, do you have any questions ? 
_ Mr. Anpersen. Mr. Chairman, I appreciate the Secretary return- 
ing at this time in order to give the minority a short period in which 
to make comments and ask questions of him. 


RESEARCH IN SOIL AND WATER CONSERVATION 


Mr. Secretary, may I say first for the record how very much we ap- 
preciate your coming back this morning to meet with us. We know 
how busy you are right now, and will not keep you longer than is 
absolutely necessary. 
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I have only a few questions and comments, and they will deal mostly 
with soil and water conservation—subjects in which you and I are 
both intensely interested. 

We will soon, I hope, launch one of the most significant conservation 
programs in the history of American agriculture. I am referring to 
the much-discussed soil-bank program which has been proposed by 
many Members of Congress in both political parties and which you 
and the President have urgently recommended. 

In my almost 18 years in the Congress, I have never known any pro- 
posal with such popular support to be so difficult to enact into law. 
But there is again hope that we will soon pass the authorizing 
legislation. 

I want to discuss the soil bank with you in a few moments, but 
first I would like to ask you a few questions on the general subject. 
We realize, and surely our farmers do, that for a year or so, until 
the Department can develop some experience, the conservation end 
of the program will be somewhat of an enlarged ACP. 

The program will call for the expenditure of a lot of money, some- 
thing like $1.2 billion a year, and this committee, as always, wants 
to get for our taxpayers the highest possible return on their invest- 
ment. The soil bank has two major objectives. One is to place crop- 
land in a conservation reserve, and the other is to reduce production 
of crops now in surplus. 

In order to get the most out of our conservation investments of 
money, time, labor, and land, it seems to me that we need to know 
much more about our soil types and characteristics than we now 
know. To make the most of our conservation practices, we need to 
establish basic principles relative to soil structure, soil-plant-water 
relationships, soil organic matter, soil microbiology, and so forth. 

I am told by our soils scientists that we need to know a lot more 
about the different soil types in this country, as well as water in soil, 
infiltration, runoff, water movement, permeability of the soils, and 
a number of other soil and water chracteristics about which our 
present knowledge is somewhat limited. 

The Department, in cooperation with the land-grant colleges, soil- 
conservation districts, and others, has been working in this field for 
many years. We have made great progress in the last 25 years, but 
now we are preparing to launch this tremendous new conservation pro- 
gram, and we want to accomplish the most from a conservation stand- 
point that we can for the money expended. 

We have discussed this with your research and conservation staffs 
when they appeared before us, but we would like to know what you 
plan from a departmental standpoint in the way of expanded soils 
research to go hand in hand, so to speak, with the soil-bank program 
which we hope to have authorized very shortly. I am not asking for 
details, but just the general philosophy of your Department in attack- 
ing these important research questions. 

Would you please enlarge upon the program ? 

Secretary Benson. Yes, sir. Mr. Anderson, I am sure I share the 
feeling which you have expressed—and no doubt it has been expressed 
by each member of this committee—of your very deep interest in the 
conservation of our natural resources, the most important of which, 
of course, are our soil and water. 





The Department has been expanding its program in these areas 
for many years before we came to Washington. Certainly, during the 
time we have been here there has been further expansion in the pro- 
gram both in the basic research work necessary as a foundation for 
the building of a sound and solid program and also in the applica- 
tion of the principles and recommendations which come from this 
basic research. 

Our Great Plains program is a special program which is in the 
main a conservation program to make better use of the land resources 
and the water resources of that area of the country which covers 
approximately 10 States and about 37 percent, I think, of our total 
land area. 

That is an attempt to get at a special group of problems of a special 
area. So, we are pushing it on all fronts—on the research front, on 
the actual application and operation of these various programs, in- 
cluding the small watershed program, and others that have originated 
since we have been here in Washington. 

So, I am sure we are united in our feeling in the Department that 
this is a field in which we must give increasing and enlarged attention 
with the passing of the years. 

As our population increases in this country, the demands on our 
soil and water resources are going to increase proportionately. One 
of the very serious problems now, as I see it, is particularly the 
conservation of water and that, of course, is related to the conserva- 
tion of the soil. 

Mr. Anprersen. That is correct, Mr. Secretary, especially in view 
of the fact that we in the Congress undoubtedly will appropriate a 
huge sum of money each year for this basic work and it does seem 
to me highly essential that the Department is fully aware of what 
it is doing along every step of the line so that we do not waste hun- 
dreds of millions of dollars of that money. 

I want to see a soil bank succeed and in order to do so I am positive 
in my own mind that we must have the proper research in any fields 
in which we are in the least doubtful relative to the various projects 
which we will enter. I certainly hope that the Department will feel 
free to ask this committee’s consideration for expended moneys in 
research in order to help make this proposal a success; that is, of 
course, When and if the Congress authorizes the soil bank as such. 

Secretary Benson. The soil survey work which is basic to any soil 
conservation program is being expanded now as you know and we are 
pushing that very vigorously. 

I might mention also that last year we appointed a Soil and Water 
Advisory Committee, which deals primarily with conservation mat- 
ters, and that committee has very broad representation on it. I think 
we have some of the very best talents in the land represented on that 
advisory committee. 

Mr. Peterson could comment on it in more detail, however, because 
he has been working with the committee since I appointed him. 

Mr. Anpersen. Yes, Mr. Peterson. 

Mr. Prererson. I would like to make this comment first, Mr. Ander- 
sen! 

This year we asked the research people to tell us the amount of 
money which they could use effectively in this area of research and 
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the entire amount that they told us that they could use effectively 
is in the budget that is now before the Congress. 


LEGISLATION ORIGINATING IN SUBCOMMITTEE 


Mr. AnpersEN. That is fine. This is a very important area of 
research and we are pleased to know that it is being vigorously ad- 
vanced. 

Mr. Secretary, now that I have covered that one field, I want to go 
further into the soil bank as such. 

I have occasionally differed with you on important policy matters 
as they relate to the programs of your Department, especially in 
relation to that program having to do with the degree of price sup- 
ports as they relate to the programs of your Department. I think 
that is only natural between men as intensely interested in agriculture 
and the well-being of farm people as you and I and the members of 
this subcommittee are. We all have various viewpoints just as you 

can go down a section line any place in rural America soliciting views 

on farm problems from farmers, and you will get about as many 
different answers as the number of farmers to whom you talk. If 
there is any group of rugged individualists in America, it is surely 
our farmers, and this group of men sitting here before you, as well 
as you people. While we have disagr eed on some things, it is of 
greater Importance that we have also agreed a great many times. 

Personally, I have been very much pleased with your wholehearted 
acceptance of the soil-bank idea. Your endorsement of the principles 
of that plan to reduce surplus production and at the same time con- 
serve our soil and water resources may well prove to be one of the 
most constructive steps you have taken as Secretary of Agriculture. 

Mr. Wuirren. Will the gentleman yield to me at that point ? 

Mr. ANpeErRSEN. Surely. 

Mr. Wuirrren. I would like to make this comment: I think the 
gentleman from Minnesota deserves to have this statement made in 
the record: 

The gentleman from Minnesota, Mr. Andersen, was chairman of 
this subcommittee for several years, and while he was chairman, and 
upon the initiative of the subcommittee under his chairmanship, the 
watershed program was started. That “tiga am has spread and now 
has general acceptance and is supported by an overwhelming majority 
of the whole C ongress and I think of the whole country. Not only 
that, but the soil- ‘bank idea insofar as I know was first brought to 
the forefront in the Congress in a bill introduced by the gentleman 
from Minnesota, Mr. Andersen, and he was joined in that legislation 
by his colleague on my right, Mr. Marshall. 

There has never been any better friend of agriculture than Carl 
Andersen in many, many ways, and in many, many fields, but insofar 
as these two particular things are concerned, he was out in the fore- 
front ahead of any other Member of the Congress, and I think it 
only fair that the record should show that. 

Mr. AnperseNn. Thank you very much, Mr. Whitten. 

It has been said by members of this subcommittee that the soil- 
bank idea—and now I go into the very thing that you have volun- 
teered, Mr. Chairman—first saw the light of day in this subeommittee 





room. That is true. Despite the fact that our function is primarily 
fiscal in nature, this subcommittee has through the years rendered 
service to agriculture far beyond the mere approval of funds. I 
might add extemporaneously that this subcommittee for several years 
appropriated funds for the school-lunch program before the Congress 
of the United States would even authorize such a program. 

That program was carried on for those several years, as you gentle- 
men will remember, simply because we brought it out of this partic ular 
subcommittee with no regular author ization. 

To name but a few developments coming out of this subcommittee, 
the so-called Whitten rider was devised by the present chairman to 
protect job opportunities in Government for Korean servicemen. The 
Andersen-Hope-Pilot watershed program was born in this committee 
under my chairmanship. This committee, under the chairmanship 
of Mr. Whitten, conceived the idea of a sales manager for Commodity 
Credit long before anyone ever thought of writing such a position 
into basic law. 

Our colleague, Mr. Horan, has through the years continually urged 
the bettering of our Foreign Agricultural Service. It was largely 
through his ‘jeader ship thi t today we have a splendid Foreign Agri- 
cultural Service devoted to the best interests of American agricul- 
ture—and not, as formerly, simply an appendage to the State 
Department. 

We have seen the need for constructive legislation and we have 
acted to meet that need. I could point out, if I had the time, several 
instances in which we prompted the legislative Committee on Agri- 
culture to do certain things for the good of agriculture. 

The budgets we handle have served as microscopes, you might say, 
for us to study farm programs. 


LEGISLATIVE BACKGROUND OF SOIL-BANK PROGRAM 


Mr. Secretary, you may recall that when you appeared before this 
group on January 28, 1954, and I have in my hand a copy of those 
hearings, you and I discussed br iefly the basic principles of what I 
then termed a “soil-fertility bank,” and to the best of my knowledge 
that was the first time that term was ever used in any congressional 
ilebate. That discussion may be found on page 17 of the hearings 
on the 1955 appropriations, and has been referred to recently as the 
first official discussion of the soil bank. Actually, that was not the 
first discussion, as I had been to see you some days before to outline 
the idea for your consideration. 

For the record, Mr. Secretary, I would like to know whether those 
were actually your first official discussions of the soil-bank idea and 
whether any other Member of the Congress had previously proposed 
such a plan to you personally ? 

Secretary Benson. Of course, one’s memory is never 100 percent, 
Mr. Congressman. 

I have kept no record of it, but the soil-bank idea, of course, is a 
rather old one. 

Mr. ANDERSEN. It is an old idea, but we propose a new application 
of those established principles in the soil-bank program. 


72013—56—pt. 4-10 





1550 


Secretary Benson. I first remember hearing the term, I think, come 
out of Illinois long before I came to Washington. 

Mr. AnpersEN. That is correct, but as Will Rogers used to say about 
the weather “Everyone talks about it but no one ever does anything 
about it.” We have taken long-established economic and conservation 
principles and put them together into one package which we have 
called a soil bank. 

Secretary Benson. However, I do not recall having heard any 
Member of the Congress mention the soil bank or soil fertility bank 
idea before I heard you mention it. I think that was the first official 
mention I had heard of it from a Member of the Congress, as I recall it. 

Mr. Anpersen. To go further, Mr. Secretary, having outlined the 
plan to you in earlier meetings, I advised you in our hearings on Janu- 
ary 28, 1954, that I proposed to introduce legislation on the subject. 

The idea appealed to my very able and distinguished colleague from 
Minnesota, Mr. Marshall, and we thought it ‘would gain bipartisan 
support if we both introduced the same bill. We then Proc ‘eeded to 
draft a bill and joined in its introduction on February 2, 1954. 

On February 2, 1954, the day we introduced the fir st mdi bank bills 
ever introduced in the Congress, to my knowledge, at least, the first 
soil-bank program ever pushed in any way—there have been others 
introduced away back on just the germ of an idea, but if there were, 
I do not know of them—I advised the committee of our action and 
inserted the bill in the record. 

Dr. Wells, Administrator of the Agricultural Marketing Service, 
was our witness that day, and he thought well of the idea. 

So much has been said about the origin of the soil-bank idea that 
I asked the Legislative Reference Service of the Library of Congress 
to compile a list of all of the soil bank or diverted acreage bills intro- 
duced in the last two Congresses. Their report shows that only four 
such bills were introduced in the 83d Congress. These included the 
two bills by Mr. Marshall and myself on February 2, 1954, a bill 
by Senator Thye, of Minnesota, on February 26, 1954, and one by 
Senator Humphrey, of Minnesota, on March 1, 1954. 

I have gone into some detail in tracing the origin of the soil bank 
in the Congress for two basic reasons: First, to establish in the 
record the real authorship of the idea—and I do claim for Mr. 
Marshall and myself such authorship—as a formalized program to 
accomplish its specific purposes. I realize there is nothing new about 
the principles of the proposal, but there is definitely something new 
about their application. 

The other thing I want to establish is the fact that in the first 
presentation of legislation on this subject in the 83d Congress, all 
four of the bills offered were introduced by Members of Congress 
from Minnesota. I may be a little provincial in mentioning that, 
but it is a fact that they were introduced by Members of Congress 
in either body from Minnesota. We feel that we have pioneered in 
this legislative field, and we are happy with the support our proposal 
has received. We hope, as I know you do, Mr. Secretary, that the 
Congress will soon enact into law this vital program for the benefit 
of agriculture. 
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IMPORTANCE OF SOIL-BANK PROGRAM AND NEED FOR INCREASE IN EXPORTS 


The chairman, and I understand that yesterday the Committee on 
Agriculture, brought out a bill embracing the soil-bank idea and 
I hope, Mr. Secretary, that that is the beginning of the enactment 
of the bill, and I hope, too, I am just expressing my hope, that even 
though there might be 2 or 3 minor differences of opinion embraced 
in that particular bill—I have not studied the bill—that they will 
be overshadowed by the importance of getting a soil-bank program 
instituted and that the other 2 or 3 differences will be accepted by 
the administration so that we can go ahead and enact that bill into 
law. I say that for this reason: I believe that the soil-bank proposal 
is fundamental. We are faced with two great challenges in agricul- 
ture. We are faced on the one hand by the fact that we have a huge 
surplus, temporarily so, that is a depressing factor upon our farm- 
price level. Farm income 1s the cornerstone upon which all sound 
programs must be built. it, Ae (3 
* We also have that great fundamental issue of building up our 
exports abroad. I believe Mr. Whitten and Mr. Horan have led the 
field in that fight, so energetically that we on this subcommittee have 
accomplished a little bit toward doing something along that line. 
However, those two issues to me are fundamental. I am predicting 
that if we can get a good soil-bank program established this year so 
as to balance supplies with demand and also get our normal export 
deliveries back at the volume that they should be, 5 years from now 
we will be sitting here wondering why we ever quibbled about 90 
percent or 75 percent or what-have-you degree of price supports. 
That is my personal opinion. 

That is what I preached all through my district last fall, and that 
is why I am expressing my hope personally to you, Mr. Secretary, 
that the administration will do everyhing it possibly can to compro- 
mise. I understand that the bill which was brought out by Mr. Cooley 
yesterday is a distinct compromise, but I hope it will be accepted so 
that we can get the ball rolling and get started. I believe it will be 
to the constructive interests of agriculture. 

Do you have any comment on that statement ? 

Secretary Benson. I am sure you know, and all the members of 
the subcommittee know, of the keen interest which the President has 
in getting soil-bank legislation. I share that interest, as do my col- 
leagues. ; 

Legislation, of course, is usually a compromise, and I am very hope- 
ful that we can get favorable action on the soil bank promptly so 
that we can get it into operation in time to affect, at least, the fall 
seeded crops this year. It is too late now for the spring seeded crops, 
but if we can get prompt action, I think it could be put into operation 
on the fall seeded crops. 

I also hope that we will have authority in the soil-bank program 

to make advance payments at some level that will help farmers to 
get the program into operation more easily and more rapidly. 
_ Mr. Anpersen. While I hope that that is done so as to help the 
income of the farmers this year, I still say that that is not an im- 
portant enough section of the bill to endanger in any way the passage 
of the act itself. : - 





Secretary Benson. No, sir. Of course, the important thing is to 
get the authority to set up the soil bank; i agree with you. 


COMPLIANCE WITH ACREAGE ALLOTMENTS AS A FACTOR IN ELIGIBILITY FOR 
PARTICIPATION IN SOIL-BANK PROGRAM 


Mr. Anpersen. I would like to call to the attention of the sub- 
committee a certain passage in this bill, if I may, Mr. Chairman, and 
then I will finish and y ield to my colleague. 

This is one of many similar bills introduced by various Members 
of Congress following the veto of H. R. 12. 

Secretary Benson. Yes, sir. 

Mr. AnpersEN. I am referring now to H. R. 10593 which, as I say, 
has been introduced by many Members in both bodies. 

Mr. Secretary, in this particular proposed legislation there is a 
section calling for compliance with acreage allotments if a farmer 
is to be eligible for participation in this soil bank. Now, frankly, 
this raises some very serious questions in my area as I am advised 
that less than one-half of the farmers in the commercial corn area have 
been complying with their corn allotments. 

May I now refer, gentlemen, to page 29 of the bill, to the provision 
which I have in mind? Down at the bottom of the page on page 29, 
I want to discuss that provision for a few minutes. 

With the announced support price of $1.25 per bushel for corn 
raised by noncooperators in the commercial area, it is likely that very 
few farmers will cooperate throughout the Farm Belt in 1956. 

May I bring this point out? Here is the situation of most of the 
corn farmers in my area, and I presume it is the same in Iowa, 
Nebraska, South Dakota, Illinois, and Indiana: Our quota on corn 
has been held so low that our farmers were forced to stay out of the 
soil program last year. They could not afford to join it, because 
they had to have more corn upon their acreage than was permitted 
to be grown. That was for the purpose, mainly, of keeping the land 
clean and for the sake of good farming. So, we had to open up, as 
I say. 

Subsection 3 of section 214 reads as follows: 

The corn acreage on the farm in the case of a farm, in the commercial corn- 
producing area, exceeds the corn base acreage for corn— 

That is one of the passages. 

In other words, that says: “You cannot put any land into the soil 
bank even if you wish to do so simply because of the fact that you have 
overplanted in corn.” I think that is the wrong thesis. Using my 
own farm at Tyler, Minn., as an example, my partner and I have 80 
acres of land which we would like to put into the soil bank. We 
would like to take that barley out of production and help out the 
general situation, but we cannot do so if this language in subsection 
3 stays inthe bill. I believe in view of the fact that the support level 
has been announced at $1.25 on unlimited corn plantings the other 
day—and I agree with that because I believe that is about the market 
price of that corn—that the Government will suffer very little loss on 

it but nevertheless the average farmer will say “I cannot afford to 
pull down my 160 acres of corn now, since it will take me to 72 acres 





in order to turn 40 acres over into the soil bank.” We simply cannot 
afford it from a financial viewpoint. 

I understand, Mr. Secretary, that in your original presentation be- 
fore the Committee on Agriculture you advised against putting these 
passages into the bill; did you not ? 

Secretary Benson. Yes, sir; we advised against anything com- 
pulsory about the soil bank. 

Mr. AnpErSEN. That is correct. 

Secretary Benson. We thought it should be voluntary and we rec- 
ommended a base for measuring soil-bank participation, a base in the 
case of corn of 56 million acres, and that farmers he permitted to par- 
ticipate in the soil bank whether they complied with all the acreage 
control programs or not. 

Mr. Anpersen. My original idea—and I am sure it was Mr. Mar- 
shall’s—when we first called this to the attention of the Congress was 
that the main thing was to get approximately 30 million or 40 million 
acres of good crop land out of production temporarily and into the 
soil bank. 

We did not think nor did we want to see it hemmed in by little sub- 
sections, or passages of this nature, to the extent where thousands upon 
thousands of corn farmers who would like to put some of their land in 
the soil bank simply could not afford to do so. 

Secretary Benson. We felt it should be voluntary and also that the 
incentive should be high enough to make it worth while for a farmer 
to take part. 

Mr. Anprersen. The incentive must be high enough to do so, or we 
will not get the participation. 

Secretary Benson. That is correct. 

Mr. Anpersen. As I told you, Mr. Secretary, when we had a little 
meeting over at the Congressional Hotel, I said in my opinion with 
reference to the soil-bank program that we had to keep our eye on the 
ball and we must not permit ourselves to run off on a tangent, and I 
said that as far as I was concerned the question is the taking out of 
production of 30 million or 40 million acres in cropland in some way 
throughout the United States, and thus help the general agricultural 
picture by reducing our production down closer to the demand. 

_ Mr. Chairman, I appreciate your giving me this time. I wonder, 
in fairness to Mr. Marshall, if he has anything which he desires to 
Say ¢ 

Mr. Marsuau. I am generally in accord with the views that my 
good friend and colleague, Mr. Andersen, has expressed. I do feel 
that since the announcement of the Secretary supporting the price of 
corn at $1.25 a bushel for noncooperators that unless we do provide 
some incentive similar to some of the provisions of the soil bank that 
we cannot very easily increase our corn production and that program 
should be supplemented either by the soil bank or some other regula- 
tion which would encourage the farmer to keep as much of his land 
as possible in grass and legumes. 

Secretary Benson. I am sure the price support can be an incentive 
depending on the level at which it is put, but we feel that with the 
price of soybeans as favorable as it is now, there would be little like- 
liheod of taking a lot of land out of soybeans to increase corn acreage 
under the $1.25 support which we provided. . 
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We tried to place it at a reasonable level so it would not be an undue 
inducement to increase corn acreage. 
Mr. Wuirren. Mr. Horan? 


AVAILABILITY OF AGRICULTURAL PRODUC’S TO CHARITABLE AGENCIES 


Mr. Horan. First, I want to express the appreciation of the live- 
stock and fruitgrowers out in my area for the services that they have 
received from the Department this winter. 

As you know, we have had a very tough winter out there, and the 
livestock people suffered right away because they had live animals, 
but through the good offices of the Department and particularly Mr. 
Kenneth Scott, you have been helping those people. We are not out 
of the woods yet, because it was a tough winter, with hay now being 
virtually nonexistent. They expect the animals and particularly the 

‘alf crop to suffer as a result of this tough winter. However, the help 
came at a very opportune time, and we appreciate it. 

Secretary Benson. We are very pleased that we could be helpful, 
Mr. Horan. 

Mr. Horan. Also we have had a lot of winter injury to our new 
fruit plantings and Mr. Scott’s office is helping to extend needed assist- 
ance creditwise to replace some of our planting. 

Mr. Secretary, I notice at page 7 of your statement which, to me, 
is a very eloquent page you said that in December of last year: 

I announced that wheat, corn, rice, und dry beans would be made available 
to United States charitable agencies for foreign relief purposes, and also to 
eligible domestic outlets. This was a further step in our program to benefit 
farmers and others in this country, as well as to help our friends overseas. The 
foods will continue to be distributed overseas with full recognition of their 
American origin, identified as “gifts of the people of the United States.” 


Then, further, in the next paragraph, you say: 


Foods were distributed in this country to about 11 million schoolchildren, 1.3 
million needy persons in charitable institutions, 100,000 needy Indians, and 
2,929,000 needy persons in family units. Surplus foods are being distributed in 
38 States and Alaska. In addition, foods were distributed through 19 United 
States private welfare agencies to needy persons in 74 foreign countries. 


LIST OF PRIVATE AGENCIES DONATING SURPLUS FOOD TO NEEDY PERSONS OVERSEAS 


I wonder if you could supply for the record a list of those agencies 
and, perhaps, a sentence or two pointing out the use of, I assume, 
non-governmental agencies here ? 

Secretary Benson. Yes, sir; I will be very happy to do that, Mr. 
Horan. 

You may be interested to know that during the next few days we 
will ship from Houston, Tex., to Greece, 1 million bushels of corn, 
500,000 pounds of rice, and 200,000 pounds of wheat. This will be 
handled in Greece, which has been sufferi ing, as you know, from very 
severe weather, by the Church World Service and the Greek Orthodox 
Church. 

Then, we will ship from Galveston to Formosa through the Cath- 
olic Relief Service during the next few days 1.2 million pounds of 
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beans, 2.8 million pounds of nonfat dried milk and 4 million pounds 
of butter oil. A good part of this is being moved by church relief and 
welfare organizations. However, we can put a list of them into the 
record if you would like us to do so of those agencies. 

Mr. Horan. I think you should. 

Secretary Benson. We will be glad to do so. 

(The information requested follows :) 


PRIVATE AGENCIES DONATING SuRPLUS Foop to NEEDY PERSONS OVERSEAS 


Donations of price-support surplus foods to needy groups overseas under title 
III of Public Law 480 are accomplished through the use of United States private 
welfare agencies and international agencies such as the United Nations Children 
Fund. All United States private welfare agencies participating in the program 
must be registered with the Advisory Committee on Voluntary Foreign Aid of 
ICA and their plans for distributing the donated foods must be approved by the 
Department and the International Cooperation Administration. 

The 19 agencies now participating in this donation program are: 

American Friends of Austrian Children, Ine. 

American Friends Service Committee, Inc. 

American Jewish Joint Distribution Committee, Inc. 

American Mission to Greeks, Inc. 

American National Red Cross 

Assemblies of God—Foreign Service Committee 

Catholic Relief Services—NCWC 

Church World Service, Inc. 

Cooperative for American Remittances to Everywhere, Inc. (CARE) 
Foster Parents’ Plan for War Children, Ine. 

Hadassah, Inc. 

Iran Foundation, Ine. 

International Rescue Committee, Inc. 

Lutheran World Relief, Inc. 

Mennonite Central Committee, Inc. 

Tolstoy Foundation, Inc. 

Unitarian Service Committee, Inc. 

United Lithuanian Relief Fund of America, Inc. 

United Nations International Children’s Emergency Fund (UNICEF) 


Mr. Horan. Personally, I think that is the better way to do it. 

There have been a lot of things which have come pretty close to 
being scandalous about government-to-government operations in this 
field, and while we are all individuals and we may have our own 
viewpoints about which church ought to do it, personally, I think 
that every church ought to be in on this act. 

Secretary Benson. They are all invited to participate, and they are 
allonan equal basis so far as we are concerned. 

Mr. Horan. Very definitely, and in this way it is pretty apt to be 
& person-to-person basis. 

Secretary Benson. They have been getting some of their transpor- 
tation paid also by ICA. We deliver the material to shipside, and 
they have to arrange for transportation but ICA has provided some 
funds for that purpose. 

Mr. Horan. I feel in this field that if these people are suffering 
and if they have no money with which to buy food, and if they are 
subject to charitable treatment, as long as we have a surplus it is a 

good program. 


DISTRIBUTION OF SURPLUS FOOD TO NEEDY PERSONS IN UNITED STATES 


T note that domestically you mention that surpluses have been dis- 
tributed to 11 million schoolchildren, 1.3 million needy persons in 
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charitable institutions, and 100,000 needy Indians, and 2,929,000 
needy persons in family units. You also state that surplus foods 
are being distributed in 38 States and Alaska. 

Do I understand that that is being done through State agencies, 
and that they have to be certified as not being able to purchase these 
foods? 

Secretary Benson. That is correct. It is done through State and 
local agencies. 

We make distribution to those 35 agencies. 

Mr. Horan. I received one letter in which the writer wondered 
if that was going to break the local grocers where these foods are 
distributed, and my answer to the writer was that I thought probably 
it would take a lot of potentially bad accounts off his books. 

I assume that is the way it is being handled. 

Secretary Benson. I think it is intended to provide a more adequate 
diet for these people concerned. 


RECOGNITION OF SUMMER FALLOW FARMERS 


Mr. Horan. At the bottom of the page you mention three ways in 
which we can get rid of the surplus: 


Moving them in direct competition with current production which would have 
the effect of depressing current prices, selling or giving them away at home or 
overseas, under conditions that might displace normal dollar sales, and thereby 
weakening or destroying private marketing machinery or upset world markets 
and depress world prices, or raise further barriers against our expots, or by 
deliberately destroying food. 


Well, of course, that is one of the things that bothers us out our way. 


Under the present situation we would like to feed some of our wheat 
to our livestock out there, and of course, Mr. Hope and myself have 
the domestic parity plan which we have introduced, but I fear that it 
is not going to get very far. We feed about 4.5 billion bushels of 

various grains in this country with about 80 percent of it being corn, 
and we only feed about 100 million bushels of wheat. It does seem to 
us out our way that where we have a wheat economy that we have 
problems that Federal legislation does not reach. We ought to feed 
lots more wheat 

Secretary Benson. I know that. 

Mr. Horan. For instance, we have testimony from Mr. Floyd Root, 
of Oregon, that he and his father have a 1,300-acre farm and, of 
course, under summer fallow and under the domestic allotment they 
only farm 436 acres. 

Do you anticipate any recognition or any credit to summer fallow 
farmers in the great plains and in the Pacific Northwest, as well as in 
the Dakotas, Montana, and W yoming ? 

Secretary Benson. Do you mean in connection with the soil bank! 

Mr. Horan. Yes. 

Secretary Benson. We would expect that farmers, regardless of 
their type of operations, would have an opportunity to participate in 
this soil bank. 

Mr. Horan. Of course, you realize that the summer fallow farmer 
has been following an acreage-reserve plan since 1870. 

Secretary Benson. Well, it has been largely for the conservation of 
water. Iamadryland farmer myself. I ‘know what is involved, and 
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we grow wheat as long as we have moisture. If we can get 2 crops 
out of 3, we doso. I know what the problem is. 

Mr. Horan. Is any consideration being given to the summer-fallow 
farmer ¢ 

Secretary Benson. I am sure consideration will be given to them. 

Mr. Horan. He has been recognized legislatively in the past. He 
was so recognized in the 83d Congress, but that did not get through 
the Senate. 

Secretary Benson. Much of what is done in connection with the 
soil bank probably should be done administratively. We would, of 
course, hope that there would be considerable flexibility in the ad- 
ministration of the plan in order to adapt it to local conditions all 
over the country. 

AID TO FRUITGROWERS 


Mr. Horan. We have a program of helping fruitgrowers who lost 
their trees. Will any consideration be given to the replanting of fruit 
trees where they have suffered winter injuries in the acreage reserve, 
or conservation program. 

Secretary Benson. Well, I could not answer that. There, again, 
that would have to be something which would be handled, if at all, 
by administrative action to suit the conditions in particular areas. 

Mr. Horan. We have found through practice that is takes 8 years 
for a fruit tree to produce and meanwhile whoever plants that tree 
has to make a living some other way. That is one of the problems 
we have in the Farmers’ Home Administration in the granting of 
loans. 

Secretary Benson. That is right. 

Mr. Horan. In other words, we have young fellows who want to 
become fruitgrowers, but they have to find other means of livelihood 
while the trees are reaching the point of production. 


CONSIDERATION OF FARMERS WHO HAVE FOLLOWED CONSERVATION 
PRACTICES IN THE PAST 


I have quite a number of outstanding wheat raisers and I know 
Mr. Peterson is aware of the fact that we have them down in Oregon 
also, who have had a grass plan, and their own conservation reserve 
program on their own farms. 

Administratively, will any consideration be given to those people? 

Secretary Benson. We always face the problem in the administra- 
tion of these farm programs that some farmers have followed sound 
conservation practices for vears, and others have not. It is very diffi- 
cult administratively to give credit or compensation for good prac- 
tices that have already been in operation; whereas, the person who 
has not been following good practices is encouraged to do so through 
certain incentives, and certain payments that have been made. It is 
very difficult to know where to draw the line and how to get at it. It 
is one of the real problems that faces us. 

Mr. Horan. Well, of course, based upon the way we have been run- 
ning this show, we tend to reward the man who has planted from 
fence to fence and who has the history of acreage gets all the breaks. 
However, the summer fallow farmer farms half his ranch every year, 
and the history is not so good as the other fellow’s. 





Secretary Benson. I presume that in total he is better off, anyway, 
regardless of Government programs. 

Mr. Horan. I hope that administratively we can make some adjust- 
ments which will be helpful, especially in some sort of recognition or 

credit to those who have been following the soil-bank idea through the 
years. 

Secretary Benson. I met with a large group of your farmers, as 
you know, out in your area, when I was s out there, and they discussed 
these problems very frankly with me, I assure you. We are cognizant 
of their problems and we will certainly keep them in mind as we set 
up the administrative machinery if and when the Congress passes the 
Jegislation. 

Mr. Wuirren. Mr. Vursell? 


EFFECT OF INFLATION ON FARM INCOME 


Mr. Vursetx. I want to congratulate you, Mr. Secretary, for the 
encouraging and the rather optimistic statement which you have made, 
and your very broad general statement, which I have checked and 
studied over the evening with considerable interest. 

I am led to believe, if I may comment before I get to a question, 
and if I arrive at a question, that probably there has never been a 
time when greater problems had to be met in agriculture than during 
the past 3 or 4 years, and particularly in the early beginning of this 
administration. 

Problems began to build up in the Southwest, and a marvelous job 
was done for agriculture in cooperating with the States, and the as- 
sistance of the Federal Government. From that time on, if it has not 
been one thing it has been two, and they have all been results of poli- 
cies and world conditions and dislocations which occurred. However, 
it would seem to me that if we can get a good, workable soil bank 
which has often been referred to, approved by the Congress, at the ear- 
liest possible moment, that our course, after being down in the valley, 
is at least on a slight plateau with an upward course which in my 
judgment can be reached if world conditions are right, and continue 
as they should, with agriculture coming into its full participation in 
the prosperity of our country. 

I feel very sure that we are headed in that direction, and we have 
made a start, and we are on our way. 

Mr. Horan, a member of our committee, may call this philosophis- 
ing, as he often does, but when you are on this end of the table and 
a freshman on the committee, all of the questions have been asked, 
and when you have been inspired by the fact that we are doing a 
little better, one is likely to follow the precedent of some of those 
on this committee occasionally to break away and give his own opin- 
ion of what he thinks has been the cause of the results that are being 
accomplished. 

Yesterday there was a very fine question, Mr. Secretary, gone over 
and over and over again about when agricultural prices begin to fall, 
and I think you answered that question and pinpointed “it. How- 
ever, I believe they began to fall in about 1948, or maybe late in 
1947, and they kept coming down and they then went up a little 
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when we had a police action for a year or two over in Korea, and 
then they datied down again. 

The longer they fell, the less was the rapidity. We are glad for 
that, and now I believe they are starting up a little—about 4 percent 
or something like that. Then, with considerable comparison right at 
that time, I wanted to put in a dime’s worth along this line: That 
when we were sympathizing with the farmer—and they needed sym- 
pathy—and while their prices were a little higher then, than they 
were a year or 2 or 8 years later, during that 3 years leading up to 
and around the Korean war, the farmer had a 13-percent increase in 
inflation, and everybody else had it. 

Therefore, it took a part of the profits of what he did get, even 
though his prices were higher. 

Now, when this leveling off process came, we have not had any 
inflation. What little he can gain he can take it with him, because 
that deadly enemy of all of us, inflation, has not been working quite 
so hard against him, at least Jess than 1 percent. 

When we assess the causes of the farmers having trouble at that 
time, I would like to point out again as I have done once before in 
this committee, that while the farmers’ prices were falling 30 percent 
the cost of putting in his crop in 1952, compared with 1948, was $4.11 
billion more. So, someone got their hand into his pocket with the 
increase in the cost of farm machinery and everything else which the 
farmer had to buy together with the extra 13 percent of inflation 
during those last 2 or 3 years. 

I want to bring that out to simply point out that there is a little 
more reason for hope, because maybe this storm is almost over. At 


least, it is receding a little. 


EFFECT OF SURPLUSES ON FARMERS’ MARKET 


We had a good deal of discussion yesterday about how much we 
can help the farmer by the Government if we had 1 percent more in 
parity. Well, I am still one who believes that whether it is the 
farmer or anyone else, if you keep the avenues of opportunity open 
for him to help himself, he will do a better job and get more profit 
than if he comes to the Government for help over a period of time. 

Certainly, the farmer is a rugged individual, and he does not come 
to the Government unless he has to. He is not addicted to asking 
anyone for help. 

[ think the best proof as to how easily the farmer can help himself 
at a so much greater degree than the Government is that we might 
take a look at the soybeans proposition right now. Frankly, I do not 
know what the support price is on soybeans, but I understand that 
the farmer has done pretty well as well as the processors and everyone 
else. Why! It is because there was a market. I bring this up be- 
cause I think the surplus has had a lot to do with depressing the 
farmers’ market. We have had the biggest crop, I presume, or as 
big a crop, of soybeans last year as we have ever had, and around about 
marketing time after harvesting they were around $2 but now they 
are above $3. That is free enterprise working, and it is not 1 percent 
of something that is helping him; in this instance the demand for his 
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product increased the price 50 percent. It cost the Government noth- 
ing, and made the Government millions of dollars in tax receipts. 

He is being helped by a great many percent more, and the Govern- 
ment does not have a thing to do with it. 

I would like to revert to the hog market situation. I think that 
anyone knows, if he will take the figures, that the farmers had un- 
precedented hog prosperity in 1953 and 1954, and up until the middle 
of 1955 as compared with the last two and a half years of 1950, 1951, 
and 1952. But with the peak crop increase of 12.5 percent or 9 per- 
cent, whichever it was—I heard both figures—finally in the third week 
in October 195: 5 they threw 34 percent more hogs on the market than 
they did in the same week in October 1954, and ‘then is when the mar- 
ket went down to 11-cent hogs. We stepped in and tried to help, and 
there has been some help as a result of the buying program, but the 
thing that will help them more to raise the price of hogs and help the 
farmers help themselves, will be less and less hogs. 

I see that the spring pig crop is 5 to 7 percent less than the prior 
crop, and the price of pork is gomg up. That is just a couple of 
illustrations. I think that if when you wipe out your surplus of hogs, 
or when they do it themselves, your prices will go up to farmers, and 
they will become prosperous, especially the ones who are raising hogs. 
The same situation is true with respect to wheat, and it is the same 
with everything else. In other words, the farmer will never in my 
judgment become prosperous and get 100 percent prosperity until the 
demand for the product he has is equal to or greater than his supply. 

I believe if we hold fast to the course and finally solve this problem, 
that the young man who goes into farming has a very fine career ahead 
of him, because with the increased population and depletion of sur- 
plus, agriculture again will be an avocation that will be much thought 
of and will bring the proper results. 

Mr. Chairman, I just want to close by saying—and TI would say this 
whether it was under the present administration or any other admin- 
istration—that the war dislocation was so great and so much had 
to be done that in my judgment no administration could have tried 
harder or done more to help agriculture than you have in the 3 
years, approximately, you have been Secretary of Agriculture. By 
and large a big job had to be done, and it has been well begun, 
and you are making great progress, as indicated by this report, 
which is only a fraction of what you have tried to do and what 
all of us, Democrats and Republicans together, have been able to help 
you do. 

Mr. Chairman, that is all I have to say. 


BASIC FACTORS AFFECTING FARM INCOME 


Mr. Wuirren. Mr. Secretary, I wish to thank you for coming be- 
fore us. As I said at the outset, I do have some very basic differences 
of view. I believe that the farm income is the result of the volume of 
pr oduc tion times the price less the cost. 

Secretary Benson. We agree on that. 

Mr. Wuirrten. I believe any way you are going to help the farmer 
you are going to have to increase the volume or increase his price or 
lower his cost. It is acase of how to do it. 
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[ do see that you have cut the cotton acreage 35 percent under the 
law, and wheat 25 percent, but the Commodity Credit Corporation 
holdings have increased threefold; and that, I believe, should in- 
dicate that reducing acres is not the way to bring production into bal- 
ance. I think we are giving too little attention to the fact that as 
we cut acreage in the United States that same acreage in showing up all 
over the world, and we should learn that reduction in the acreage in 
the United States or in the American production, of itself, will not 
reduce world supply so long as these other factors such as foreign 
aid and many other things such as technicians which the United 
States furnishes them, are made available to them. 

I would like to say that I am firmly convinced—and few people 
agree with me at the present moment, even in my own area—that if we 
were to get a domestic allotment program, where we supported a given 
number of bales or bushels, or something of that sort, you could turn 
the farmer loose and let him grow what he might wish, if you sup- 
ported only that part, provided you worked the mechanics out. Then 
he could rotate his cropland and farm on a proper basis. He would 
not “spend himself poor” trying to get every available ounce of pro- 
duction from the acre. 

[ would say again that in my judgment, and I believe it is supported 
by many economists—reducing prices will not control production by 
itself. In my country they will grow more cotton trying to offset a 
reduction in price, if there were not controls. 

If you supported only an historical number of units, such as bales 
or bushels, the farmers’ overhead could be reduced, he would begin to 
rotate his land, and you would have some attention to soil conservation 
by the farmer himself. Most any farmer wants a system of controls 
which does not control. We should have learned by now that control 
of acres does not control; therefore, lots of farmers are for trying to 
control by acres. 

You have given us the opportunity to tell you a whole lot about agri- 
culture, Mr Secretary. We also appreciate the information you have 
brought to us. 

Again may I say that our differences are in perfectly good humor, 
and we appreciate your courtesy. 

Secretary Benson. Thank you, Mr. Chairman. I have enjoyed 
coming. 

[ think our problem in agriculture is not a simple one. It does in- 
volve costs; it does involve prices; and it does involve markets, pri- 
marily. I think we can put our emphasis on those and at the same 
time reduce the extent to which Government is regulating and con- 
troling agriculture. 

Mr. Wurrren. Thank you, sir. 

Secretary Benson. Thank you, gentlemen. 
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ANCHER NELSEN, ADMINISTRATOR, RURAL ELECTRIFICATION 
ADMINISTRATION 
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INDUSTRIAL DEVELOPMENT, ATOMIC ENERGY COMMISSION 

R. G. ZOOK, ASSISTANT ADMINISTRATOR (ELECTRIFICATION), 
RURAL ELECTRIFICATION ADMINISTRATION 
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MARSHALL K. RAY, DIVISION OF REACTOR DEVELOPMENT, ATOMIC 


ENERGY COMMISSION 
JOHN KEEN, MANAGER OF THE WOLVERINE G. AND T. COOPERA- 


TIVE 


PERTINENT PROVISIONS OF THE ATOMIC ENERGY ACT OF 1954 


Mr. Wurrren. Gentlemen, the committee will come to order. 
Some weeks ago Mr. Marshall, the ranking Democrat on this sub- 
committee, urged that the committee be reconvened to go into this 


matter of atomic energy, the part which it might play in the future 
production of power, and its relationship particularly with reference 
to REA. I believe he had in mind looking into what Congress might 
do to enable future research to be conducted on a cooperative basis 
in the hope that it might speed up the day when atomic energy, if 
made available, would be available for power production to the REA 
associations. 

With that background, I think it would be well to include in the 
record at this point the pertinent provisions of law which apply to 
the use of atomic energy with reference to the REA associations and 
power generation. Could those be supplied for the record ? 

Mr. Netsen. Mr. Chairman, there are no provisions in the act which 
would bar us from participating in the use of atomic energy for power. 
The only requirements that are in the act are these, and they would 
apply to any type of a power plant regardless of the type of fuel. 

So, as far as the law is concerned, we are completely in the clear 
as far as the use of atomic energy is concerned if and when it is pos- 
sible to generate power at a rate that is competitive with conventional 
power, or cheaper. 

Mr. Wuirrten. I would like for the record to show the pertinent 
provisions of the Atomic Energy Act of 1954 on this matter. 
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(The provisions referred to follow :) 


ExceRPTs FROM THE ATOMIC ENERGY Actr OF 1954 WHICH ARE PERTINENT TO THE 
AUTHORITY OF THE ATOMIC ENERGY COMMISSION To ENTER INTO RESEARCH AND 
DEVELOPMENT ARRANGEMENTS WITH RuRAL ELECTRIC COOPERATIVES 


“Secrion 1. DecLaration.—Atomic energy is capable of application for peace- 
ful as well as military purposes. It is therefore declared to be the policy of the 
United States that— 

“(a) the development, use, and control of atomic energy shall be directed 
so as to make the maximum contribution to the general welfare, subject at 
all times to the paramount objective of making the maximum contribution 
to the common defense and security ; and 

“(b) the development, use, and control of atomic energy shall be directed 
so as to promote world peace, improve the general welfare, increase the 
standard of living, and strengthen free competition in private enterprise.” 

“Sec. 3. Purpose.—lIt is the purpose of this Act to effectuate the policies set 
forth above by providing for— 

* * * a * . a 

“(d) a program to encourage widespread participation in the development 
and utilization of atomic energy for peaceful purposes to the maximum 
extent consistent with the common defense and security and with the health 
and safety of the public;”. 

* a * * * * om 

“Sec. 31. RESEARCH ASSISTANCE.— 

“(a) The Commission is directed to exercise its powers in such manner as to 
insure the continued conduct of research and development activities in the fields 
specified below, by private or public institutions or persons, and to assist in the 
acquisition of an ever-expanding fund of theoretical and practical knowledge 
in such fields. To this end the Commission is authorized and directed to make 
arrangements (including contracts, agreements, and loans) for the conduct of 
research and development activities relating to— 

“(1) nuclear processes ; 

“(2) the theory and production of atomic energy, including processes, 
materials, and devices related to such production ; 

“(3) utilization of special nuclear material and radioactive material for 
medical, biological, agricultural, health, or military purposes; 

“(4) utilization of special nuclear material, atomic energy, and radio- 
active material and processes entailed in the utilization or production of 
atomic energy or such material for all other purposes, including industrial 
uses, the generation of usable energy, and the demonstration of the practical 
value of utilization or production facilities for industrial or commercial 
purposes ; and 

“(5) the protection of health and the promotion of safety during research 
and production activities. 

“(b) The Commission may (1) make arrangements pursuant to this section, 
without regard to the provisions of section 3709 of the Revised Statutes, as 
amended, upon certification by the Commission that such action is necessary in 
the interest of the common defense and security, or upon a showing by the 
Commission that advertising is not reasonably practicable; (2) make partial and 
advance payments under such arrangements: and (3) make available for use 
in connection therewith such of its equipment and facilities as it may deem 
desirable. 

“(c) The arrangements made pursuant to this section shall contain such pro- 
visions (1) to protect health, (2) to minimize danger to life or property, and (3) 
to require the reporting and to permit the inspection of work performed there- 
under, as the Commission may determine. No such arrangement shall contain 
any provisions or conditions which prevent the dissemination of scientific or 
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technical information, except to the extent such dissemination is prohibited by 
law.” 

“Sec. 44. DisPosirion oF ENERGY.—If energy is produced at production facili- 
ties of the Commission or is produced in experimental utilization facilities of the 
Commission, such energy may be used by the Commission, or transferred to other 
Government agencies, or sold to publicly, cooperatively, or privately owned utili- 
ties or users at reasonable and nondiscriminatory prices. If the energy produced 
is electric energy, the price shall be subject to regulation by the appropriate 
agency having jurisdiction. In contracting for the disposal of such energy, the 
Commission shall give preference and priority to public bodies and cooperatives 
or to privately owned utilities providing electric utility services to high cost 
areas not being served by public bodies or cooperatives. Nothing in this Act 
shall be construed to authorize the Commission to engage in the sale or distribu- 
tion of energy for commercial use except such energy as may be produced by the 
Commission incident to the operation of research and development facilities of 
the Commission, or of production facilities of the Commission.” 

* * * * * * o 

Chapter 10 of the Act relates to licenses for the possession of nuclear reactors 
(which come within the definition of utilization facilities). Section 103 provides 
for commercial licenses and section 104 for licenses for facilities involved in 
research and development activities. Section 169 provides: 

“Sec. 169. No Sunstpy.—No funds of the Commission shall be employed in the 
construction or operation of facilities licensed under section 103 or 104 except 
under contract or other arrangement entered into pursuant to section 31.” 

Mr. Wuirren. Mr. Nelsen, would you please introduce to the mem- 
bers of the committee those who are present and will assist you in this 
presentation ? 

Mr. Netsen. Mr. Chairman, I think you know the REA repre- 
sentatives, or most of them. To my left is Mr. Tammaro, who is 
Assistant General Manager for Research and Industrial Development 
of the Atomic Energy Commission; next is Mr. Roddis, of the Atomic 
Energy Commission; next is Mr. Morrison. 

Mr. Morrison. I am in the Office of the General Counsel of the 
Atomic Energy Commission. 

Mr. Netsen. Next is Mr. Ray. 

Mr. Ray. Lam in the Division of Reactor Development of the AEC. 

Mr. Netsen. Next is Mr. Wolfe. 

Mr. Wotrer. I am in the Division of Biology and Management. 

Mr. Netsen. Then, we have also a distinguished gentleman from 
Michigan, Mr. Keen, manager of the Wolverine G. & T. Cooperative, 
and one of the applicants for a reactor for his power system. 

The rest of us are all from REA, and I think you know most of us. 

Mr. Wuirren. You may proceed with your general presentation, 
Mr. Nelsen. 
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(FENERAL STATEMENT OF ADMINISTRATOR, RuRAL ELECTRIFICATION 
ADMINISTRATION 


ESTABLISHMENT OF WORKING RELATIONSHIP BETWEEN REA AND AEC 


Mr. Nevsen. Mr. Chairman, we have gathered together some ma- 
terial which shows the progressive approach that has been made in 
the way of laying the foundation for working relationships with the 
Atomic Energy Commission and the rural electrification program. 
[ have all of the exhibits here which are photostatic copies of letters 
which can be filed for the information of the committee. 

The interst of REA in atomic energy dates back to the end of 
World War II. At that time a number of REA engineers became 
interested in the possibilities of atomic power and maintained contact 
with the field, mainly by reading whatever unclassified material was 
available in the technical literature. This was an informal arrange- 
ment, stimulated by personal professional interest in a new discovery. 
The first definite assignment in this field occurred in October 1953 
when an REA engineer attended the Second Annual Conference for 
Atomic Energy sponsored by the National Industrial Conference 
Board, 

The working relationship between REA and AEC began early in 
1954 when we met and discussed the interest of REA and its borrowers 
in reactor powerplants. 

Since that initial meeting, we in REA have maintained a continuing 
liaison with AEC. Our relationship has been cordial and mutually 
beneficial. We have had many meetings with EC personnel, and 
there has been considerable exchange of information and data between 
the two agencies. 

We have examined our records on our activity in the power reactor 
feld, and have selected the most important documents in order to 
vive this committee in condensed form a report on our work and the 
prospects as we see them, 
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DATA ON REA-FINANCED FUEL-GENERATING PLANTS 


In March 1954, we furnished Dr. Hafstad, then Director of the 
Division of Reactor Development, data on the size of REA-financed 
generating plants and the cost of power from them. The unit sizes 
are comparatively small—from 3,500 kilowatts down in the case of 
internal-combustion units, and most of the steam units range be- 
tween 10,000 and 20,000 kilowatts. The cost of steam-produced energy, 
adjusted to an 80 percent plant factor, ranged from 3.98 mills in 
Texas to 8.86 in Michigan. The range was greater on the internal- 
combustion plants, from 5.60 to 17.45 mills. 

We later supplemented these data with data on the cost of construc- 
tion of REA-financed plants. The average cost on internal combus- 
tion was $194 per kilowatt; on steam it was $214 per kilowatt, and on 
hydro averaged $467 per kilowatt. 

(The documents referred to follow :) 

Marcu 9, 1954. 
Dr. LAWRENCE R. HAFstTAp, 
Director, Division of Reactor Development, 
Atomic Energy Commission, Washington, D. C. 

Dear Dr. Harstap: In accordance with our recent discussions and a subse- 
quent meeting between members of the REA staff and your Dr. R. P. Petersen, 
we have prepared the enclosed data concerning REA-financed fuel-generating 
plants. 

Tables 1 and 2 provide a statistical analysis of plant and unit sizes. We have 
not included in this analysis operating plants acquired by REA borrowers as a 
part of the purchase of a going utility system. Similarly, data for standby 
and peaking plants have been omitted. 

Table 3 provides operating cost data covering 14 steam and 21 internal-com- 
bustion plants. In accordance with your request, we have calculated the eost 
of power based upon the assumption of 80 percent plant factor operation, irre- 
spective of actual loading of the facilities. In so doing, however, we have, 
except for two cases which are noted in the tabulation, used actual fuel costs 
and actual heat rate sas shown by recent operating experience. 

Similarly, in accordance with your request we have used the same percentage 
of investment for the fixed charges of all steam plants; namely, 4.62 percent 
and have used 5.10 percent for all internal-combustion plants, irrespective of 
the actual fixed costs of the various plants involved. The above percentages are 
arrived at as follows: 


[In percent] 


Item Steam Internal 
combustior 


in cn adncwen as 
Depreciation , 
Taxes and insurance----- 


sic 


REA loans for generating facilities are made for a 35-year period at 2 per- 
cent interest, with payments on interest and principal beginning 5 years after 
the date of the note. The 1.10 percent for interest shown above results from 
the fact that the loans are amortized in quarterly payments over the last 30 
years of the loan period. 
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The figure of 1 percent for taxes and insurance is based upon actual costs of 
operating plants and represents the average of such costs over the country. In 
general, about three-fourths of this item is for taxes and one-fourth for insur- 
ance. 

It should be noted that the number and sizes of plants shown in table 3 do not 
conform to those given in table 1. This is due to the fact that table 1 includes 
plants and units still under construction, while table 3 covers only plants in 
operation for which adequate and reliable data are at present available to us. 

We have not presented the operating data in the graphical form mentioned in 
the discussions since that form does not appear to be suitable for the small 
number of plants listed in table 3. Should you require such graphs or any other 
data regarding the operation of REA generating plants, please advise us and we 
will be glad to make such available to you. 

Sincerely yours, 
FrEp H. Strone 
(For Ancher Nelsen, Administrator ) . 


TABLE 1.—Capacity of RE A-financed fuel generating plants ' 


} | ‘ oe = i 
| Number of plants Number of plants 


Size, kilowatts } Size, kilowatts 
(nameplate) Internal | (nameplate) |} Internal 
combus- | Steam combus- | Steam 
tion tion | 


—|———— 


| Total | Total 


| 


} 
| 


1,000 to 1,999 — LA |, 9,000 to 9,999 

2,000 to 2,999. _ hight a os soca 1} 10,000 to 19,999_- ; 
3,000 to 3,999 J |} 20,000 to 29,999. ___- 
4,000 to 4,999- - - Saal fee 4 || 30,000 to 39,999____- 
5,000 to 5,999_ __- | 5 40,000 to 49,999._._____ 
6,000 to G,000..........-. } 

7,000 to 7,999 ; ae Si liuhaa athe tea Total 
8,000 to 8,999 | 


| 





‘Includes plants and additions to plants still under construction; does not include operating plants 
acquired by REA borrowers. 


TABLE 2.—Unit sizes of REA-financed fuel generating plants } 


Number of Units Number of Units 


7 Sizes | | J Sizes 
Unit Sizes | Internal — | Internal | 


Combus- } Steam | Total Combus-! Steam | Total 
tion | tion 





)} to 249 2 Rl eed 4 §,500 to 9,000. ......... 
250 to 499__ __ eae 2 . 25 || 10,000 to 14,999____ 

500 to 999 : ; 25 || 15,000 to 19,999 

1,000 to 1,499 eet § |... 58 20,000 to 29,999 
1,500 to 2,499_.._.__.__-. i eee 12 || 30,000 to 39,999_ 

2,500 to 3,499_ ss 16 | 

500 to 4,499. ___- ‘ 2 | Total... 
4,500 to 5,499_........._- an ieee 3 || 


il 


‘Includes plants and additions, to{plants still under construction; does not include operating plants 
cquired by REA borrowers, 
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TABLE 3A.—Operating cosis, REA-financed steam plants 


Costs per net kilowatt-hour, mills 
Name- 1,000 a anneal 
plate kilowatt- | 
capacity, | hour net | Produc- | 
kilowatt | per year! | Fuel? | tion ex- | Fixed ‘4| Total 
| | penses 3 


Location 





ere a = si | 15, 000 97, 500 | . 96 | 5.10 
ON cata dct in aha 40, 000 | 268, 500 3.21 | 3. 89 
Sas . ick es 26, 500 | 173, 500 . 02 4. 86 

Michigan_- aie; eee eee se ice _| 15. 000 | 94,500 | 65.70 6. 83 | 

Minnesota . peel 23, 000 150,500 | 5.24 6. 16 

SS) SE oie Se 15, 000 97, 400 3. 92 | 5. 02 

North Dakota---_- . pad | 21, 500 141, 600 5. 65 | 
| eee ; = “eat 7, 500 | 7, 300 2. 96 | 4. 50 

NO ge i eae 30,000 | 190, 000 2. 63 3. 57 | 

South Dakota- -_- : : i“ 10, 000 65, 000 . 25 3. 19 | 

I nicericadieoas poison 23, 000 151, 000 . 80 2. 70 

Wisconsin. . .- Sm 45, 000 295, 000 3. 4. 52 | 
Do ae te 15, 000 | 98, 000 : 5.19 | 
it tai ee : 14, 000 88, 500 | } 6. 56 | 





De te et te et et tt pet 


NINO SO RON 





1 Based upon 80 percent plant factor less station use. 

2 Except as noted based upon present fuel costs and actual heat rate. 
Includes fuel, operating labor, maintenance, supplies, and misceilaneous. 

‘ Based upon 4.62 percent of actual investment. 

5 Heat rate adjusted from actual due to abnormal! loading. 


TaBLeE 3B.—Operaling costs, REA-financed internal combustion plants 


Costs per net kilowatt-hour, mills 
Name- 1,000 
plate kilowatt- | 
capacity, hours net | Produc- 
kilowatts | per year! | Fuel? | tion ex- | Fixed 4| Total 
| penses 3 


Location 


15. 
5. 
4.7 

11.£ 
6. 


Alaska_- ; : 9, 100 
Arizona-_. 7 | 3, £ 23, 300 
Do. al a a ea lt ¥ | 5, 34, 000 
Colorado. é : | 6, 400 
a mend 3, 26, 300 
Do : . 31, 100 
Do. 2, 19, 800 | 
Illinois - - 3, 23, 500 
Do. | 3, f j 21, 600 
Kansas - a | ‘ 29, 500 
Do | 3, | 21, 800 | 
Do , 035 | 48, 000 
Michigan 3, | 700 | 
Do . } ) } 38, 700 
Minnesota . 32, 900 
Do : : », 52° 43, 800 | 
Do eds ; , te 3, | 25, 700 | 
Missouri pak 9, 53, 200 
New Mexico--- , a ‘ scnaene 7, 830 | 53, 100 
Wisconsin - . ..--- i A . , , 500 | 
Wyoming ea taaenae , 9, 900 | 


h 1 GO 29 OO bn 


OS 


NP LOND 


© 
© 
_ 

pet fe fe pe pd ph at ft fh ft fet ed ed et et et 


WW POON RN Row OoN 


oo 
to 


> hm bo 





1 Based upon 80 percent plant factor less station use. 

2 Based upon present fuel costs and actual heat rates. 

3 Includes fuel, operating labor, maintenance, supplies, and miscellaneous. 
4 Based upon 5.10 percent of actual investment. 


Mr. JOHN McMAHOon, 
Reactor Development Division, 
Atomic Energy Commission, 
Washington 25, D. C. 


DEAR Mr. McManon: In response to your request for data on installed capacit) 
and cost of installing the REA financed generation plants, we are sending you 
the enclosed tables. 

These tables give, by plants, the capacity or rating, the cost of construction 
and the average installed cost per kilowatt for internal combustion plants. 
steam plants and hydroplants financed with REA loan funds, 
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As you requested, we are enclosing two copies of a letter addressed to Dr. 
Lawrence R. Hafstad dated March 9, 1954. 
Sincerely yours, 
Frep H. Srrone 
(For Ancher Nelsen, Administrator). 


TABLE 1.—Capacity, construction cests, and cverage installed cost per kilowatt 
for internal combustion generating plants constructed with REA jinancing 


| Approxi- 


. ‘ |} mate con- 
0 S , 4 | : 
Plant Number of units and capacity | struction 


cost 


| Average 
cost per 
| kilowatt 


400 kilowatts; 1, 650 kilowatts; 1, 968 kilowatts_ $511, 000 $253 
250 kilowatts; 1, 300 kilowatts. - 212, 000 | 385 
700 kilow: atts; 1, 1,300 kilowatts; 1, 1,600 kilowatts_| 642, 000 | 178 
5,000 kilowatts. 7 991, 000 | 198 
1,000 kilowatts_- =e 269, 000 198 
2,300 kilowatts re Rite eae , 036, 000 | 226 
900 kilowatts; 1, 2,000 kilowatts_._____- 547,000 189 
840 kilowatts; 1, 1,680 kilowatts_____ ncaa 478, 000 | 190 
1,200 kilowatts; 1, 2,000 kilowatts_..___- ae 577, 000 180 
3,480 kilowatts ae i 905, 000 260 
2,000 kilowatts; 1, 2,320 kilowatts...........--_-. 939, 000 218 
3,324 kilowatts baie De z wt. 676, 000 | 204 
7,035 kilowatts ___- , 366, 000 194 
1,601 kilowatts; 1, 2,: 338 kilowatts___- e. 687, 000 174 
1,160 kilowatts; 1, 1,400 kilowatts; 1, 7,500 kilo- | 756, 000 | 175 
watts. 
1,611 kilowatts; 1, 2,338 kilowatts_____- £4 675, 000 | 171 
1 aoe Seewreee, 1, 3,690 kilowatts................| 1,066,000 | 217 
3,195 kilowatts; 1, 3,330 kilowatts__- 934, 000 | 143 
900 kilowatts: i, 995 kilowatts; 1, 1,990 kilowatts 612, 000 158 
9,404 kilowatts , 666, 000 177 
2,525 kilowatts; 1, 3,030 kilowatts. , 627, 000 | 202 
100 kilowatts; 1, 120 kilowatts__.- watt: 57, 000 257 
250 kilowatts; 1, 300 kilowatts__- eaet 103, 000 {87 
870 kilowatts___ | 124, O00 | 143 
700 kilowatts; 1, 800 kilowatts; 4, 850 kilow: atts; | 668, 000 132 
1. 3, 540 kilowatts. | 
170 kilowatts; 1, 200 kilowatts__-__- neta 107, 000 229 
50 kilowatts: 1, 270 kilow: tts : 131, 000 279 
5,000 kilowatts; 1, 5,400 kilowatts | 2,188,000 | 210 
ets 112 kilowatts; 1, 400 kilowatts; 1, 1,076 kilowatts_| 539, 000 317 
{ll internal combustion .-| 113,979 kilowatts__.._-- 22, 090, 000 194 


Be et et tt fet et et et et 


TABLE 2.—Capacity, construction costs, and average installed cost per kilowatt for 
steam generating plants constructed with REA financing 


Approxi- 
es, 
mate con- | AVerage 


: } cost per 
struction 
. kilowatt 
cost | 


Number of units and name plate rating 


. 500 kilowatt, 3, 3,000 kilowatts _- ‘ $4, 944, 000 
2, 7, 500 kilowatts ’ 3, 201, 000 | 
20,000 kilowatts 7, 829, 000 | 
2, 7,500 kilowatts, 1, 11,500 kilowatts, 1, 15,000 7, 694, 000 
kilowatts. 
2, 7, 500 kilowatts___- ; et -| 3,853, 000 
11,500 kilowatts_____- : ‘ 4, 421, 000 
7,500 kilowatts ae | 3, 482, 000 
5, 000 kilowatts, 1, 11,500 kilowatts 5, 058, 000 
7,500 kilowatts__..__- eed i , 820, 000 
15,000 kilowatts_ _- ; , 512, 000 
15,000 kilowatts_ ibhiea i sai chi aa , 576, 000 | 
yee kilowatts_- 5 Scns fitadii ‘ 2, 180, 000 
500 kilowatts. , 180, 000 
aneee ‘ibe atts _ 650, 000 
1, 15,000 kilow: atts. , 4, 507, 000 
3, 000 kilowatts, 2, 4000 kilowatts ‘ 2, 120, 000 
$35 '000 iaene. sein : }, 027, 000 


~ to = bo bo = bo to bh 





TABLE 3.—Capacity, construction costs, and average installed cost per kilowatt for 
hydro generating plants constructed with REA financing 


| 

Approxi- 
mate con- 
struction 


Average 
cost per 


Plant | Number of units and nameplate rating 
kilowatt 


suite ——|— spociaititianttocites 


2-600 kilowatts $797, 000 $664 
1-150 kilowatts 58, 000 386 
1-250 kilowatts 46, 000 
2-500 kilowatts | 733, 000 
3-5,000 kilowatts , 992, 000 
} 2-300 kilowatts 168, 000 
_| 3-500 kilowatts 565, 000 
7 : : | 3-300 kilowatts | 250, 000 
All hydro eae | 20-600 kilowatts . eae a 9, 610, 000 


| 
| 


I~I~RDash wot 
‘ ‘ 


CLEARANCE OF REA EMPLOYEES FOR ACCESS TC RESTRICTED DATA 


Mr. Neutsen. Within a few weeks of our initial work with AEC, it 
became clear that we were not going to have lower cost power im- 
mediately from reactors. Nevertheless, we believed that some of our 
borrowers might be interested in participating in the power demon- 
stration reactor program, and we wanted to be sure that we were in 
a position to assist our borrowers in taking advantage of reactor 
produced power when it became economically sound to do so. 

In June 1954 Secretary Benson requested Chairman Strauss of 
AEC to initiate Q clearance of five REA employees for access to re- 
stricted data. These clearances were made in August 1954, and we 
later cleared six additional REA employees. 

(The exchange of correspondence follows :) 


JUNE 9, 1954. 
Hon. Lewis L. Srrauss, 
Chairman, Atomic Energy Commission, 
Washington, D.C. 


DEAR Mr. Strauss: The Rural Electrification Administration of this Depart- 
ment has had, over a period of some months, exploratory discussions with mem- 
bers of your staff in respect of the possibility of nuclear powerplants. REA is, of 
course, keenly interested in keeping abreast of developments in this field in order 
to enable it to carry out its responsibilities under the Rural Electrification Act 
of 1936, as amended (7 U. S. C. 901), both as to the planning of an effective rural 
electrification program and as to action upon applications for long-term loans 
for the installation of generating plants by REA borrowers. 

Widespread interest in nuclear power has already been expressed to REA by 
numerous of its borrowers—some of whom are even contemplating applications 
for REA loans in the near future for generating plant construction with an 
expression of keen interest in nuclear power. We realize, of course, some of the 
problems which are inherent in this type of project. Whether the actual possi- 
bility of such an installation at any early date by an REA borrower would be 
feasible or not, it is felt essential, as indicated above, that a close working liaison 
be established between the Atomic Energy Commission and the Rural Electrifi- 
eation Administration in order that REA may keep fully advised of pertinent 
developments in this field. Members of the Congress themselves have indicated 
that they are desirous that such a course be followed. During the recent ap- 
pearances of the REA Administrator, Mr. Ancher Nelsen, before the Agriculture 
Subcommittee of the Senate Appropriations Committee in the course of hearings 
on the agriculture appropriation bill for 1955, for example, this general subject 
was discussed. 

It is our understanding that beyond the contacts already made with members 
of your staff, the next indicated step would be to obtain clearance for a very 
limited number of REA personnel in order that such close working liaison may 
be fully effective and productive. Accordingly, it is respectfully requested that 
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appropriate action he taken to obtain clearance of the following employees 
of the Rural Electrification Administration for access to classified information : 
Roy G. Zook, Assistant to the Administrator. 
J. E. O’Brien, Chief, Electric Engineering Division. 
Rober D. Partridge, program analyst. 
J. Howard White, engineer (general). 
William C. Morris, electrical engineer. 

Your cooperation in this matter will be greatly appreciated. If you have any 
additional suggestions as to the best approach to the objective described, we 
should very much like to have them. 

Sincerely yours, 
EK. T. Benson, Seeretary. 


ATOMIC ENERGY COMMISSION, 
Washington, D. C., June 21, 1954. 
Hon. E. T. BENSonN, 
Department of Agriculture, Washington, D. C. 

DeArR Mr. Benson: Mr. Strauss has asked me to reply to your letter of June 
, 1954, in which you express the interest of the Rural Electrification Admin- 
istration in keeping abreast of developments in the nuclear power program. 

It is apparent that the utilization of nuclear power in rural areas will prove 
among the most significant of the applications of atomic energy to peaceful uses, 
provided continued research and development will succeed in reducing the cost 
of electricity production to a level comparable to the cost of conventional power. 

We look forward to maintaining a close working liaison with your organiza- 
tion in order that you may follow progress of this research and development and 
to enable us to obtain assistance and advice from the Rural Electrification Ad- 
ministration in its specially qualified areas. 

To this end action has been initiated by the Commission to obtain restricted 
data security clearances for the five men listed in your letter. 

Since preliminary arrangements have been made by staff discussions, it is 
believed that no further action is necessary until the clearances are completed, 
after which we can make classified information available to the liaison group. 

Sincerely yours, 
K. D. NICHOLS, 
General Manager. 


LEGAL AUTHORITY FOR MAKING LOANS FOR NUCLEAR POWERPLANTS 


Mr. Netsen. During the hearing REA had before the Senate on 
the 1955 appropriations, the committee expressed interest in the pos- 
sibilities of adapting nuclear power to the needs of the REA bor- 
rowers. On July 29, 1954, we wrote Senator Mundt, giving a brief 
report on our activities and advising him that we had determined 
that REA has adequate legal authority to make loans for nucleai 
powerplants. The Rural Electrification Act places appropriate re- 
strictions upon the purpose, use, and benefits of generating plants 
financed by REA but does not impose any restrictions on the type of 
plant. or the type of fuel employed. 

(The report follows :) 

JuLy 29, 1954. 


Hon. KArt E. MuNprt, 
United States Senate. 


Dear SENATOR MunNpT: In accordance with our discussion at the time of the 
appropriations hearing, we are pleased to give you a brief report on the work 
we are launching to explore the possibilities of thermonuclear power as a source 
of power for REA borrowers. 

As you know, the Senate Appropriations Committee report on the 1955 
appropriations bill pointed the way for REA to use some of its 1955 funds for 
appropriate attention to the possibility of utilization of atomic energy for 
electric power generation in rural areas. This policy guideline from the 
Congress is most helpful to us, and your part in developing this portion of the 
report is deeply appreciated. 
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In line with this congressional guideline, we began the first of the fiscal year 
assigning personnel to consider the possibilities and problems of this new form 
of power. 

We are now obtaining the necessary security clearances for a number of our 
employees so that we. can maintain a close working liaison with the Atomic 
Energy Commission and thus be fully prepared to follow and evaluate current 
developments in this field. 

We have determined that we have adequate legal authority to proceed in 
this field. In the Rural Electrification Act, the Congress has authorized REA 
to make loans “for the construction of generating plants * * * for the furnish- 
ing of electric energy to persons in rural areas who are not receiving central 
station service.” This authority imposes no limitation on the type of generating 
plant, conventional or nuclear, to be financed. Thus, if a borrower establishes 
a need for REA-financed generating facilities, and if a thermonuclear plant 
is clearly the best way of meeting this need, there is no restriction in the Rural 
Electrification Act which would prevent our making a loan for the construction 
of such a plant. Similarly, should any occasion arise, for example, in which 
some form of subsidy should become available—from AEC or otherwise—to 
defray part of the plant cost on an experimental basis—such a procedure would 
also be consistent, nevertheless with the making of an REA loan in connection 
with the same plant. The act places appropriate restrictions upon the purpose, 
use, and beneficiaries of generating plants financed by REA but does not 
impose any restrictions on the type of plant or the type of fuel employed. 

On the basis of our studies up until now, we do not believe it is possible to 
make any sound predictions as to just when thermonuclear power will be a 
practical possibility for REA-financed systems. ‘The technical and economic 
considerations involved are, of course, extremely complex and make forecasts 
virtually impossible. However, we recognize that when thermonuclear power 
is viewed as a possible alternative source for our borrowers, it is incumbent 
upon us to get into a position to properly evaluate its impact on our program. 
You, of course, pointed this out at the hearing. 

To sum up, our legal authority is as adequate in the field of thermonuclear 
power as it is in respect to any other type of generating plant. I know that 
you have followed this matter closely, and have always been interested in seeing 
to it that we have adequate legal authority. I want to take this opportunity 
to thank you for all your interest and help in this matter. If we can furnish 
you with any more information, do not hesitate to let us know. 

Sincerely yours, 
FRED H. STRONG 
(For Ancher Nelsen, Administrator | 


JOINT MEETING HELD IN OCTOBER 1954 


Mr. Netsen. We held a joint meeting on October 11, 1954, with 
the AEC Chairman and staff, the REA Administrator, staff, and 
electric consultants, and the NRECA committee on atomic energy. 

Important facts brought out during the meeting include the fol- 
lowing: 

No power reactors had been developed which could produce power 
at costs competitive with conventional plants. AEC has the mis- 
sion of furthering the development of economically competitive pow- 
er from reactors. AEC has undertaken the development of advanced 
technology at Government expense, and has sought to interest groups 
outside the Commission in undertaking developmental or demon- 
stration power projects primarily with financing from sources other 
than AEC. 

REA and the cooperatives are not in a position financially to as- 
sume the costs of development of nuclear power reactors. 

Reduction of costs of construction and operation of power reactors 
will have to come primarily as the result of action by the manufac- 
turers and supporting services rather than by power suppliers. The 
keen competition among manufacturers in this new field indicates 
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strongly that cost reductions will be accomplished. Power reactors 
can be ‘bought in the same manner as other items of power equip- 
ment and for that reason no one in the power business need fear being 
excluded from the ultimate benefit of lower cost power expected from 
power reé uctors. 

The most etfective contribution which REA and the REA bor- 
rowers could make would consist of following the developments and 
becoming technically competent in this new field; keeping AEC 
advised as to the needs and interests of the REA program; and being 
prepared to utilize nuclear power as an alternative fuel when it will 
result in lower cost power for farmers. 

REA requested that in the event AEC decided to build experi- 
mental or developmental plants in locations other than at AEC fa- 
cilities, consideration be given to their location in areas served by 
REA borrowers. 

At the meeting, NRECA reported the formation of its study group. 
We later wrote President Smith of NRECA suggesting that they 
obtain clearance for members of their group. We also suggested 
that the REA and NRECA groups confer periodically to exchange 
information and views. 

Information resulting from these meetings follows :) 


STATEMENT BY ANCHER NELSEN, ADMINISTRATOR, RURAL ELECTRIFICATION ADMINIS- 
TRATION, UNITED STATES DEPARTMENT OF AGRICULTURE, AND LEWIS L. STRAUSS, 
CHAIRMAN, UNITED STATES ATOMIC ENERGY COMMISSION 


The Chairman, the General Manager, and staff members of the Atomic Energy 
Commission met this morning with the Administrator and staff members of the 
Rural Electrification Administration and the Administrator’s policy advisory 
committee and the committee on atomic energy of the National Rural Electric 
Cooperative Association. 

The REA group pointed out that this agency and its cooperative borrowers 
wish to follow closely the developing application of atomic energy to economic 
power production and to make available this new source of electrical energy to 
the farms of America at the earliest practicable time. 

The AEC Chairman, and the General Manager, K. D. Nichols, and their asso- 
ciates called attention to the statutory requirements for preference to coopera- 
tive users in disposal of power generated by the Commission in its developmental 
programs, and emphasized their determination to make the know-how of the 
new art of nuclear power generation available to cooperatives. 

Assurances were given by the Chairman and the General Manager that REA 
AEO liaison will be maintained through moves already taken and others which 
will later develop. It was pointed out that five REA staff members had already 
heen cleared for AEC classified information and designated to keep in close touch 
with power development programs and to inform the Administrator and, within 
the limits of classification, the borrowers on progress made. 

The committee on atomic energy representing NRECA at the meeting reported 
it has filed with the AEC an application for a power study group agreement 
similar to that entered into by other industry groups. 

Discussion of the current status of nuclear power development brought out 
the fact that no design for power reactors yet developed promises power costs 
colpetitive with conventional plants. In other words, rural electric cooperatives 
cannot expect to find lower power cost in atomic energy until further development 
work is completed. This situation can change as study and invention are 
applied. 

General Manager Nichols went over the phases of development now under- 
vay—provision and testing in prototype plants of new and more economical 
designs for power reactors (the financing of the prototypes to be partly public 
ind partly private) ; development of know-how among suppliers of boilers, fuel 
assemblies, pumps, etc., through competitive bidding for the building of package 
power reactors and perhaps of later designs. He pointed out that as a result 

this work the cooperatives wishing to build generating plants would eventually 
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have available a supply system and operating knowledge that would enable 
them to bring this new source of power to their consumers. 

The point was made that REA and the cooperatives were not in a position 
financially to assume part of the costs of development of nuclear power reactors. 
The cooperatives and REA, however, want to keep in closest touch and gain the 
widest possible knowledge from the individual development projects now under 
way for portable and fixed package powerplants for the Army and for demou- 
stration projects trying out other designs for small- and medium-sized fixed 
central station powerplants. In the event such plants are constructed of a 
size suitable for rural electrification, REA requested that consideration be given 
to their location in REA areas. 

Chairman Strauss reiterated his desire to see that the REA program benefits 
from atomic power development as costs make this practical. 

Subsequent consultations are to be held between the REA staff, the AEC staff, 
and the cooperatives. A continued flow of information from the findings o{ 
the development projects in order to keep rural electrification interests fully 
acquainted with the progress of the technology and the prospects of economi 
nuclear power was assured. 

Those attending the meeting included: 


FOR REA 


Ancher Nelsen, Administrator; Roy G. Zook, Assistant Administrator; K, 
Wilde Blackburn, Associate Solicitor; J. E. O’Brien, Chief, Electric Engineering 
Division ; and Robert D. Partridge, program analyst. 


FOR THE AEC 


Lewis L. Strauss, Chairman; K. D. Nichols, General Manager; Alfonso Tam 
maro, Assistant General Manager; Kenneth Davis, Assistant Director; and 
Charles Manley, Deputy Assistant Director of Reactor Development. 


FOR REA ADMINISTRATOR'S POLICY ADVISORY COMMITTEE 


Edgar D. Beach, Maquoketa Valley Rural Electric Cooperative, Anamosa, 
Iowa; T. E. Craddock, B-K Electric Cooperative, Seymour, Tex.: Paul DeBolt, 
Ohio Rural Electric Cooperative, Fredericktown, Ohio; Andrew L. Freeman, 
Minnkota Power Cooperative, Grand Forks, N. Dak.; U. J. Gajan, Southwest 
Louisiana Electric Membership Corp., Lafayette, La.; John George, Clearwater 
Valley Light & Power Association, Lewiston, Idaho; Floyd Jones, Gibson County 
Electric Membership Corp., Trenton, Tenn.; Oliver Kimbrough, Farmers Electri 
Cooperative, Clovis, N. Mex.; W. Gordon Loveless, Washington Electric Coopera- 
tive, East Montpelier, Vt.: John Madgett, Dairyland Power Cooperative, La 
Crosse, Wis.; Howard McKee, Steele-Waseca Cooperative Electric, Owatonna, 
Minn.; Harry H. Nuttle, Choptank Electric Cooperative, Denton, Md.; Gwyn 
Price, North Carolina Rural Electric Authority, Raleigh, N. C.; Clyde H. Sey- 
bold, Parke County Rural Electric Membership Corp., Rockville, Ind.; J. E. 
Smith, Mecklenburg Electric Cooperative, Chase City, Va.; Elton Trowbridge, 
Carbon Power & Light, Saratoga, Wyo.; J. O. Cagle, Pearl River Electric 
Cooperative, Columbia, Miss. 


FOR THE NRECA COMMITTEE ON ATOMIC ENERGY 


Messrs. Lovelass, Madgett, and Smith, of the Advisory Committee listed above, 
are also members of this group; also Henry Hope, Cornbelt Power Cooperative, 
Humboldt, Iowa; Ed Wolters, Rural Cooperative Power Association, Elk River, 
Minn.; Norton Davis, Plains Electric Generation and Transmission Cooperative, 
Albuquerque, N. Mex.; Clyde T. Ellis, executive manager, National Rural Electric 
Cooperative Association ; and Charles Fain, NRECA staff. 


OcrTosER 25, 1954. 


fr. J. E. Smiru, 
President, National Rural Electric Cooperative Association, 
Chase City, Va. 

Dear Mr. SmirH: This is in response to your letters regarding atomic energy 
and REA and our recent discussions on the subject. I was delighted that, pur- 
suant to our discussions at the St. Paul regional meeting, the NRECA committee 
on atomic energy was able to participate in the conference on October 11 between 
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the Chairman, General Manager, and other officials of the Atomic Energy Com- 
mission, the members of my advisory committee, and us of REA, 

The meeting seemed to me to be well worthwhile, since it did afford opportunity 
for a full and frank discussion of the present situation and the outlook and 
potentialities of nuclear power in respect of the rural electrification program. 
The reports of the top AEC officials and the subsequent questions, answers, and 
discussion, I thought, gave us all a rather clear insight into the facts. 

From the reports and discussion, the facts which seemed to me most significant 
included these: 

1. That no design for power reactors yet developed establishes power costs 
competitive with conventional plants and that rural electric cooperatives cannot, 
at present, obtain lower power costs through atomic energy. 

2». That the chief problem in connection with that reduction of costs which 
would render nuclear power costs competitive with power from conventional 
fuels lies not in activity by power suppliers (commercial, cooperative, or public) 
but, rather, in the development of industry know-how among manufacturers 
of reactors, boilers, fuel assemblies, pumps, etc. 

3. That the future holds much promise for lower-cost power for rural electric 
cooperatives through nuclear plants and that the know-how obtained through 
manufacturers’ developmental efforts, as well as supply system and operating 
knowledge obtained in the process.of development either by AEC or others, 
would be available from time to time, on a continuing basis, to cooperatives which 
are planning to build generating plants. 

4. That the most effective contribution which REA, as a governmental agency, 
and the rural electric cooperatives could make would not consist of making 
costly and duplicative experiments of “studies” by way of improvement of 
reactor design, or improvement of the component parts of a nuclear plant. 
Rather, it would seem to consist of: (a) following, rather closely, all develop- 
ments in the nuclear power field; ()) keeping AEC advised as to the needs 
and interests of the REA program and of REA borrowers; and (c) being thus 
enabled to utilize nuclear power as an alternative fuel, when the situation 
became such as to indicate that the costs of production renders such action 
in the best interest of our farmer members who must pay the power bills. 

In this situation, REA, as a governmental agency proposes to move ahead 
diligently and vigilantly in seeing to it that all possible know-how developed 
in the nuclear-power field is available to and is brought to bear in the interest 
of lower power costs to the farmers of America through the REA program. To 
this end, REA plans to include the following: 

First, we intend to maintain a continuing close liaison with the entire nuclear- 
power program as developed through AEC or otherwise. Five REA staff mem- 
hers have already been cleared for AEC classified information and specially 
designated to keep in touch with this program “from the inside” in order that 
[, and, within the limits of classification, the remainder of the staff and the 
horrowers may be kept fully informed as to progress made in terms of effective 
application to the REA program. 

Second, we plan to keep the Atomic Energy Commission fully advised, on a 
continuing basis, concerning REA program needs and the needs of REA borrowers. 

Third, we expect to utilize nuclear powerplants, rather than plants using con- 
ventional fuel, in connection with loans for generating plants as soon as it 
appears that construction of such plants would be in the financial interest of 
the farmers. 

Fourth, insofar as experimental or developmental plants are constructed of 
a type which may conceivably benefit the REA program, you will recall that, 
at our conference with AEC, REA requested that consideration be given to their 
location in the areas served by REA borrowers. 

Through this affirmative program, we propose to assure ourselves that REA 
borrowers and the REA program realize the full potentialities of the nuclear- 
power program as applied to their needs. 

I am, of course, aware of the keen interest which NRECA has in following 
developments in the nuclear-power program—as evidenced by your appointment 
of an atomie energy committee and indications that your organization desires 
to keep advised fully of progress and possibilities. Though, of course, the 
decision is one for NRECA to make, I would suggest the possible desirability 
of your having a number of your people cleared for AEC classified information 
so that NRECA can, with complete objectivity and independence, also follow 
all developments “from the inside.” 
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If this course is followed, then I would suggest the desirability of our sched- 
uling conferences, at periodic intervals (or at such specific times as may appear 
desirable) to be attended by: (1) Our respective cleared groups which have 
been following the program; (2) members of the REA and NRECA staffs: 
(3) my advisory committee; and (4) your atomic energy committee. Through 
such conferences, progress and potentialities could be evaluated, any specific 
problems could be isolated, current program needs could be reviewed, and full 
consideration, on a constructive basis, could be achieved. 

I have attempted to set down here what our thinking points to. I hope that 
it spells out a course which will enable your group and ours to make the 
maximum contribution to the rural electrification program. 

Sincerely yours, 
ANCHER NELSEN, Administrator. 


CONTINUANCE OF LIAISON ARRANGEMENT 


Mr. Netsen. Following the joint meeting in October 1954, REA 
gave consideration to the desirability of entering into a study-group 
arrangement with AEC. We found that such an arrangement would 
make it necessary for us to hire a fairly large staff of highly special- 
ized, technically trained scientists to conduct. basic research. We 
felt that the type of research required could more appropriately 
be done by AEC and by the manufacturers, and decided not to develop 
a study group. 

In November 1954 the Department of Agriculture proposed to 
AEC that the relationship between AEC and REA be placed on a 
continuing basis as a liaison arrangement. This arrangement made 
all AEC power-reactor information available to REA, made the tech- 
nical staff of AEC available to REA on a continuing basis, and made 
it possible for REA to attend meetings, demonstrations, or forums 
and make visits to AEC installations. REA in turn agreed to keep 
AEC fully advised concerning REA program needs as related to 
nuclear power. This liaison arrangement is still in effect, and it has 
worked quite satisfactorily. 

The NRECA and a few of the electric borrowers expressed some 
concern following this decision over the fact that REA had decided 
not to employ its own physicists, metallurgists, and chemical engineers. 
It is our view that our arrangement with AEC makes this unnecessary, 
and that a duplication of AEC effort and expense by REA would 
not be justified. AEC assured us that the research findings and 
the developmental work on power reactors would be fully available 
to us, and they have been. The specialists and technical personnel 
of AEC have been available to us at all times. 

(Correspondence on this development: follows :) 

NOVEMBER 24, 1954. 


Adm. LEwis L. STRAUSS, 
Chairman, Atomic Energy Commission, Washington, D. C. 

DEAR ADMIRAL STRAUSS: As you know, staff members of the Rural Electrifica- 
tion Administration have met several times during the past year with personnel 
of the Division of Reactor Development of AEC. These meetings have served to 
keep REA advised of the major current developments in the reactor field and 
to make known to AEC the needs and interests of the REA program and of the 
REA borrowers. 

We have given considerable thought to the arrangement which would be most 
advantageous to both REA and AEC in the future. REA has obtained for five 
of its staff the necessary clearance for access to classified material. It will be 
essential that these personnel have access to some of the classified material 
originating initially in AEC as well as from the study groups working with AEC. 

It appears to us that the most desirable arrangement from our own viewpoint 
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would be one which would permit access by REA personnel holding “Q” clear- 
ance to the AEC technical library ; which would keep REA advised of forthcom- 
ing meetings, demonstrations, and forums sponsored by AEC which would be of 
significant interest to REA; and which would permit REA cleared personnel to 
make a limited number of visits to AEC installations. Visits to AEC installa- 
tions by REA personnel would, of course, be arranged for with AEC at such time 
as they are necessary. In turn REA would continue to keep AEC fully advised 
concerning REA program needs and the needs of the REA borrowers in rela- 
tionship to electric power requirements and possible installation of nuclear re- 
uctors on REA financed systems. 

It is apparent that REA could not make an effective and worthwhile con- 
tribution to the nuclear reactor program through the conduct of basic research 
studies in the field of reactor technology. For this reason, we believe the usual 
study group arrangement with AKC is inapplicable to this situation. However, 
we recognize the desirability of having a letter of understanding between the 
Department of Agriculture and AEC which will indicate the responsibilities 
and the limitations of the two agencies with regard to the proposed working 
urrangement. 

We hope this proposal will receive your favorable consideration and we will 
look forward to hearing from you on the matter. 

Sincerely yours, 
K,. L. Scort, 
Director, Agricultural Credit Services. 


ATOMIC ENERGY COMMISSION, 
Washington D. C., January 4, 19595. 
Mr. K. L. Scort, 
Director, Agricultural Credit Services, Department of Agriculture. 

Dear Mr. Scorr: Your letter of November 24, 1954, proposes an arrangement 
whereby the Rural Electrification Administration may be kept advised of current 
developments in the reactor field and may make known to the Atomic Energy 
Commission the needs and interests of the REA program and of the REA 
borrowers. 

The program outlined in your letter appears to be satisfactory and desirable. 
I suggest you arrange the implementing details with the Director of the AEC 
Division of Reactor Development. 

Sincerely yours, 
LEWIS STRAUSS, 
Chairman, 


JANUARY 27, 1955. 
Adm. Lewis L. STRAUSS, 


Chairman, Atomic Energy Commission, 
Washington, D. C. 

DeaR ADMIRAL Strauss: Reviewing the program as we have thus far pro- 
ceeded with the Atomic Energy Commission and the Rural Electrification Adimin- 
istration, you will recall that sometime ago we entered upon a liaison arrange- 
ent Which is now proceeding, at least from our point of view, in a most 
satisfactory manner. Our staff members for whom we have obtained security 
clearance are working with your research staff serving to advise AEC on REA 
problems and needs and to bring to REA’s attention AEC research developments 
that may lead to lower cost electricity for our borrowers. 

The question has been raised by some of our borrowers as to why REA does 
not employ its own expert personnel such as physicists, metallurgists and chemi- 
cal engineers to work in the atomic energy field. We have consistently pointed 
vut that our present arrangement with AEC would make such an expansion on 
our part unnecessary and undesirable. We point out that we are going on the 
assumption that the work of the AEC research and staff experts through our 
liaison will actually be available for use in rural electrification without having 
duplication of personnel or effort. 

Since this places in the hands of AEC much of the responsibility for exploring 
the rural electrification potentialities in the atomic energy field, I am sure an 
expression from you as to how you see the benefits of this arrangement for the 
REA borrowers would be most helpful for a better understanding all around. 
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Like you, we are anxious to see that the benefits of atomic energy are available 
to the REA borrowers just as soon as it is practical. Thanks again for the fine 
cooperation you have given. I shall appreciate getting your comments that 
may be passed along to our borrowers. 

Sincerely yours, 
ANCHER NELSEN, 
Administrator. 


ATOMIC ENERGY COMMISSION, 
Washington, D. C., February 238, 1955. 

DEAR Mr. NELSEN: I am glad to have your letter of January 27, and to 
comment on the liaison arrangement between the Atomic Energy Commission 
and the Rural Electrification Administration. 

It may be well at the outset to review the steps in the development of our 
liaison arrangement: 

1. The arrangement began in March 1954 when staff members of the two 
agencies met for the first time to jointly explore the possibilities for use of 
reactor-produced electric energy by the REA borrowers. 

2. The next step was to arrange clearance of REA personnel for access to 
classified reactor information. We have now given such clearance to five mem- 
bers of the REA staff, and I understand you are obtaining clearance for four 
additional persons. 

3. In a letter dated November 24, 1954, the Department of Agriculture proposed 
that the relationship between AEC and REA be placed on a continuing basis, 
and that activities be expanded in line with the increased opportunities made 
possible by the clearance of your personnel. 

4. The proposal contained in the above letter was accepted by AEC on January 
4, 1955, thus formalizing the REA—-AEC relationship initiated in March 1954. 

5. A meeting of REA personnel with the staff of our Division of Reactor 
Development was held January 26, 1955, to work out the detailed implemen- 
tation of the liaison agreement. 

In brief, we regard the liaison arrangement as providing for access of REA 
personnel holding “Q” clearance to the AKC technical library; the notification 
of REA by AEC of meetings, demonstrations, and forums of significant interest 
to REA; and access by cleared REA personnel to AEC installations. We will, of 
course, continue to make our staff available for consultation with your personnel. 
We rely on you to keep us fully advised converning REA program needs and the 
needs of the REA borrowers in relationship to electric-power requirements and 
possible installation of nuclear reactors on REA-financed systems. 

If and when nuclear reactors are designed which will produce cheaper electric 
energy, we would anticipate that this equipment will become available to the 
REA borrowers and the electric companies through precisely the same channels 
through which they now procure conventional equipment. In other words, they 
will buy on the open market through the various manufacturing firms which 
are in this business. Under the present act, the atomic fuel used will remain 
the property of the Government, and your borrowers will have the same oppor- 
tunity as any other electric utility to obtain a license for the use of the necessary 
fuel. 

As I see it, the best course for REA and its borrowers in this set of circum- 
stances is to keep fully acquainted with the developments so that, at the proper 
time, action can be taken to take advantage of the situation. You have that 
opportunity through the present arrangements which REA has with AEC. The 
research findings and the developmental work on power reactors will be fully 
available to you. The specialists and technical personnel of the Division of 
Reactor Development will assist you at any time. 

We are, of course, eager to have all possible assistance in this complex new 
field and would not wish to discourage any qualified group from contributing to 
the basic research which must be done. However, we share your doubt about 
the advisability of spending additional Federal REA funds for this purpose in 
light of the responsibilities of the Atomic Energy Commission. It would appear 
to be a duplication of governmental effort, and an unnecessary expense at this 
time. At some future date, as you approach the time when you may be receiving 
loan applications to finance reactors, you will probably wish to hire specialists 
or to retain a consulting engineering firm to advise you on the technical feasi- 
bility of the proposals. 





1579 


We in AEC are looking forward to our continued working relationship with 
-BA. We are hopeful that some of your borrowers will be interested in sub- 
itting proposals for power reactors in accordance with our program announced 
january 10, 1955. Your present plans and continued liaison with the reactor 
program under our present arrangement will make it possible for REA to repre- 
sent its borrowers on this matter, to evaluate the feasibility of various potential 

yposals which may be made, and to make a worthwhile contribution to the 
entire power reactor development program. I am fully aware of the interest 
our agency and the REA borrowers have in the long-range possibilities of lower 
ost electric power from reactors. We in AEC have a vital interest in this, too, 
ind we are glad to have you join in our effort. Please be assured of our desire 
to assist you in any way possible. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 


PARTICIPATION OF BORROWERS IN AEC POWER DEMONSTRATION REACTOR 
PROGRAM 


Mr. Netsen. During the latter part of 1954, REA contacted those 
borrowers whose power costs and other operational characteristics 
ndicated a possibility for early participation in the AEC power 
Jemonstration reactor program. We assisted interested borrowers 
) obtaining clearance for access to AEC restricted data, and gave 
assistance to the Seminole Electric Cooperative, of Madison, Fla., in 
forming a study group proposal which was approved by AEC. We 
also met with numerous manufacturers and consulting engineering 
lirms engaged in various phases of reactor development in order to 
make the needs of the REA borrowers known and to acquaint our- 
-elves with the developmental work on power reactors which was 
heing conducted. 

The AEC selected one demonstration reactor under the Atomic 
< ergy Act of 1946. That was the 60,000-kilowatt pressurized water 
plant being constructed at Shippingport, Pa., and to be operated 
or the Duquesne Light Co. Early in 1955 AEC invited further pro- 
posals under the authority contained in the Atomic Energy Act of 
1954, and received four proposals. All of these proposals were for 
large reactors—75,000 kilowatts was the smallest, and the largest was 
for 180,000 kilowatts. 

We had anticipated that initially the greatest interest would be in 
larger reactors than REA borrowers could use. Work by AEC and 
by st a groups had established that larger plants had many economic 
ulvantages over smaller plants. Despite the relatively large size 
of the proposed power reactors, their integration with the extensive 
existing facilities of the proposers will have » little effect on the systems 
in whieh they are to be installed, either from the standpoint of power 
cost or service continuity. In the case of all except 1 company, the 
reactor is 6 percent or less of the total installed capacity. 

REA viewed these large reactors as a major step in the progress 
‘oward cheaper electric power from nuclear energy. At the same time, 
we were anxious that the development of smaller reactors suitable 
for use in rural and municipal systems, in the systems of the smaller 
power companies, and for use abroad be encouraged. We urged the 
\EC to consider inviting proposals for small demonstration reactors. 
\EC had, of course, built small experimental reactors in their fa- 
cilities, but we felt that an invitation limited to small reactors would 
result in some power reactors being built in the sizes of interest 

0 REA borrowers. The achievement of competitive power costs from 
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reactors will come only after plants have been built and their opera- 
tional characteristics determined as the basis for improvements in 
succeeding plants. 

AEC concurred with our thinking as to the importance of develop- 
ing small reactors, and on September 21, 1955, they invited proposals 
for small-scale nuclear powerplants with capacities of 5,000 to 10,000 
kilowatts, 10,000 to 20,000 kilowatts, and 20,000 to 40,000 kilowatts. 
Assistance to be given by AEC included : 

Waiver of charges for use of source and spec ial nuclear materials 
up to an agreed upon amount of money for 5 years from the date of 
issue of a license to operate the facility. 

Research and development in AEC laboratories. 

AEC payments for research and development information result- 
ing from the development, design, construction, and operation of the 
nuclear powerplant. 

Financing and retaining title to all or part of the reactor system 


PROPOSALS SUBMITTED BY BORROWERS 


REA distributed the announcement of this invitation to all borrow- 
ers and offered assistance to interested borrowers in preparing a pro- 
posal. As a result, three borrowers submitted proposals: Rural Co- 
operative Power Association, Elk River, Minn.; Wolverine Electric 
Cooperative, Big Rapids, Mich.; Chugac h Electric Association, 
Anchorage, Alaska. 

In addition, 3 municipal systems and 1 State university submitted 
proposals. Each proposal is for a different type of reactor. AEC 
has all of these proposals under consideration, and I am told a decision 
and announcement will be made soon. REA provided an adviser to 
the AEC Selection Board—Mr. Joseph E. O’Brien, Chief of the Elec- 


tric Engineering Division. 
PROCEDURE FOR HANDLING LOAN REQUESTS ON POWER REACTOR PROPOSALS 


REA expects to handle the loan request on any of these power- 
reactor proposals accepted by AEC in the same manner as we proceed 
on applications for loans to finance conventional powerplants. A 
power reactor is the equivalent of a boiler in a conventional plant, and 
we are dealing with a new fuel-fissionable material. The remainder 
of the plant is very much like a conventional powerplant, except that 
there are some differences in the operational characteristics. We will 
first determine whether there is a need for self-generation by the bor- 
rowers, and secondly, whether the proposed ‘nuclear reactors. will 
result in lower cost of power to the farmers than power from other 
sources. This is the test we apply on any application for a generation 
loan. We will also have to consider the alternatives available to the 
borrower in the event the reactor fails to perform according to expec- 
tations. We believe it will be sound practice to make a loan for the full 
amount which would be required for a conventional plant of the same 
size and hold the amount required for a conventional boiler for ad- 
vance to the borrower if the reactor proves unsatisfactory. Under this 
concept, the reactor component of these experimental plants will not be 
financed by REA. 
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(Correspondence on this phase of developments follows :) 


APRIL 7, 1955 
Adm. Lew!s L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 


DEAR ADMIRAL Strauss: I have read the announcement of the four proposals 
made under the power demonstration reactor program of the Atomic Energy 
Commission. 

It was, of course, to be expected that power reactors of the larger sizes would 
initially show greatest promise and that the first proposals would likely be for 
larger scale reactors. Unquestionably these reactors will contribute much to the 
knowledge of reactor construction and operation. I am glad, as I know the 
Commission is, that these proposals have been made. They are another major 
step in the progress toward cheaper electric power from nuclear energy. 

If additional proposals are to be invited by the Commission, I urge that the 
reactors for which proposals will be considered be restricted to smaller sizes, 
that is, 5,000 kilowatts, 10,000 kilowatts, and 20,000 kilowatts. As I see it, 
one of the principal difficulties at the present time is that we are farthest from 
competitive cost power from small reactors as contrasted with large reactors, 
yet it is the smaller power reactors which are needed in most areas of the United 
States and abroad. The rural electric systems as well as the municipal systems 
and many of the electric companies in this country are vitally interested in 
smaller power reactors which are more nearly proportionate to their electric 
loads. 

If further proposals are restricted as to size, I believe that it will hasten 
the development of economically feasible small power reactors, which may 
otherwise be neglected because of the inherent advantages at this time of the 
larger reactors. 

Sincerely yours, 
ANCHER NELSEN, Administrator. 


ATOMIC ENERGY COMMISSION, 
Washington, D. C., April 25, 1955. 
Hon, ANCHER NELSEN, 
Administrator, Rural Electrification Administration, 
Department of Agriculture. 

Dear Mr. NELSEN: Your letter of April 7, 1955, is of considerable interest at 
this time. The staff is now exploring the possibility of inviting proposals from 
interested organizations to participate in a second round of power demonstration 
reactors confined to small output reactors. It is expected that recommendations 
will be presented to the Commission for consideration in the near future. 

The need for economically competitive nuclear power reactors in the range 
of 5,000 to 20,000 kilowatts, as you so ably point out, is of paramount interest 
to rural and municipal systems in the United States and abroad. It is our 
intent to continue the development of such reactors within the Commission’s 
laboratories and to encourage all interested organizations in independent or 
cooperative efforts toward the same end. 

Sincerely yours, 
W. F. Lipsy, Acting Chairman. 


ATOMIC ENERGY COMMISSION, 
Washington, D. C., September 19, 1955. 
ANCHER NELSEN, 
Administrator, Rural Electrification Administration, 
United States Department of Agriculture, Washington, D. C. 

DEAR Mr. NELSEN: This is to inform you that the Atomic Energy Commission 
approved a second round of the power demonstration reactor program. The 
Commission plans to release in the near future a public invitation for interested 
organizations to develop, design, construct, and operate experimental nuclear 
powerplants of small and intermediate electric generating capacity. 

It is recognized that a need exists in this country and abroad for economically 
feasible nuclear powerplants of small output. Since the proposals submitted 
to the AEC under the first round were all for facilities of 75,000 kilowatts or 
sreater capacity, it was decided to orient the second round to smaller plants. 


72018—56—pt. 4——12 





Essential features incorporated in the second round of the power demonstra- 
tion reactor program are as follows: 

(a) The Commission invites interested organizations to submit proposals for 
the development, design, construction, and operation in the United States and 
its possessions and Territories of small and intermediate nuclear electric power- 
plants designed to demonstrate the practical value of such facilities for commer- 
cial uses. 

(b) Proposals must be submitted no later than February 1, 1956. 

(c) Proposals must be limited to designs for electrical generating plants with 
nominal output ratings in the range of 5,000 to 10,000 kilowatts, 10,000 to 20,000 
kilowatts, or 20,000 to 40,000 kilowatts. 

(7) Proposals for specific reactor designs may be from individual organi- 
zations or from groups of organizations representing private or publicly owned 
utilities, equipment manufacturers or others, and must indicate the contem- 
plated location of the reactor. 

(e) Proposals received will be considered within and between the power 
ranges on a competitive basis within the limits of funds, materials and services 
available. The Commission may accept one or several of the proposals in each 
rating or it may find that none is acceptzble. 

(f) Within the limits of available funds and materials and in the light of the 
technical knowledge expected to result from each proposed project, the Com- 
mission will consider providing one or more of the kinds of assistance listed below. 

(1) Waiver of the established Commission charges for use of source and 
special nuclear materials, up to an agreed upon amount of money, for a period 
not greater than 5 years from the issuance of the license to operate the facility. 
Otherwise full charges will be made, for services and for materials used or sold 
in accordance with existing Commission policy and practices. 

(2) Performing in AEC laboratories without charge, or at less than full cost, 
up toa fixed dollar amount, mutually agreed upon research and development using 
specialized facilities, personnel, or equipment. 

(3) Entering into fixed amount research and development contracts with the 
proposer under section 3la of the Atomic Energy Act of 1954 for the technical 
and economic information resulting from development, design, construction, and 
operation of the nuclear powerplant. Payments under these contracts may be 
used to defray part of the costs of development, design, and engineering 
of the reactor portion of the plant, and part of the experimental operation of 
the plant for a period not to exceed 5 years after issuance of the license to oper- 
ate the facility. No part of the payments made under these contracts may be used 
to defray any part of the capital costs of the reactor proposed. Information ob- 
tained by the AEC through contracts of this type and for this purpose will be 
made available to the maximum extent practicable to the entire technical public. 

(4) Financing and retaining title to all or part of the reactor system. The 
nature and extent of this type of assistance will determine whether the energy 
venerated in the reactor will be subject to disposition in accordance with section 
44 of the Atomic Energy Act of 1954 and its provisions regarding disposal of energy 
from utilization facilities of the Commission. 

(7) In evaluating the proposals submitted the Commission will employ the fol- 
lowing criteria for each power rating. 

(1) Cost to the AEC in funds, materials, and services. 

(2) Probable contribution of the proposed project toward achieving economi- 
cally competitive power in a plant of the size proposed. The Commission will take 
into consideration the technological advancement represented by the proposed 
design. 

(3) Technical and financial competence of the party making a proposal, either 
by himself or in combination with others from whom he has received at least 
hinding letters of intent, to meet the responsibilities entailed in the proposal, 
including but not limited to development, design, engineering, construction, 
ownership, and subsequent operation of the nuclear powerplant proposed. 

(4) Degree of enrichment of the fuel in the isotope U-235. Under this cri- 
terion proposals calling for 10 percent or less enrichment will be given more 
favorable consideration than those calling for more than 10 percent. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 
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OcroBerR 13, 1955. 
\dm. Lewrs L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

DeaAR ADMIRAL STRAUSS: We appreciated receiving your letter of September 
19. advising us that the Atomic Energy Commission would invite additional 
proposals for reactors under the power demonstration reactor program, 

The invitation for proposals as set out in AEC release No. 695 has been sent to 
ill REA electric borrowers accompanied by a letter offering our assistance to any 
who plan to submit a proposal. A copy of our letter to the REA borrowers is 
enclosed. 

Sincerely yours, 
ANCHER NELSEN, Administrator. 


UNIrep STATES DEPARTMENT OF AGRICULTURE, 
RuRAL ELECTRIFICATION ADMINISTRATION, 
September 30, 1955. 
To: All REA borrowers. 
Subject: Proposals for small-scale nuclear powerplants. 

\ new phase of the atomic energy program which is of particular importance 
to the REA borrowers has been announced by the Atomic Energy Commission. 

The Commission has issued an invitation for proposals for the development, 
design, construction, and operation of power reactors for small-scale plants of 
the 5,000 to 40,000 kilowatt range, which are suitable for use by the smaller 
utilities, such as rural electric cooperatives. 

It is hoped that the experience gained in building and operating the smaller 
experimental reactors in this phase of the AEC power demonstration reactor 
program will point the way to competitive cost power from small reactors. It 
is thus another major step in the search for methods by which fissionable ma- 
terials ean be used to produce electric energy at lower costs than conventional 
fuels. 

A copy of the AEC announcement of this new invitation is enclosed. It out- 
lines the procedure for preparing a proposal, indicates the financial and other 
types of AEC assistance which may be given the applicant and states the criteria 
to be used in deciding which proposals to accept. Note that the deadline for 
submitting proposals is February 1, 1956. 

It appears that the submission of a proposal by an REA borrower in response 
to this invitation will require a coordinated effort by the borrower, its engineer, 
i manufacturing firm, and REA. We will be glad to work with you in the prepa- 
ration of a proposal if you plan to submit one. 

Sincerely yours, 
F’rep H. STRONG 
(For Ancher Nelsen, Administrator). 


{For release in morning newspapers Wednesday, September 21, 1955] 
ATOMIC ENERGY COMMISSION 
Washington, D. C. 
\EC INVITES Proposals FoR SMALL-SCALE EXPERIMENTAL NUCLEAR POWER PLANTS 


Lewis L. Strauss, Chairman of the Atomic Energy Commission, today an- 
nounced that the Commission is inviting proposals for the development, design, 
construction, and operation in the United States, its territories and possessions 
and the Canal Zone, of power reactors in a wide range of capacities, to demon- 
strate the practical value of such units for commercial use. 

The invitation calls for proposals especially directed to nuclear powerplants 
With the following capacities: 5,000 to 10,000, 10,000 to 20,000, and 20,000 to 
1,000 kilowatts of electricity. The closing date for receipt of proposals is 
February 1, 1956. 

The invitation is the second issued under the AEC’s power demonstration 
eactor program which was established in January 1955 to open the way for 
American industry and others to develop, fabricate, construct, and operate ex- 
perimental nuclear power reactors. The aim of the program is to bring new 
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resources into the development of engineering information on the performance 
of nuclear power reactors and to advance the time when nuclear power becomes 
economically feasible. 

The invitation is extended to individual organizations or to groups of organi- 
zations representing private or publicly owned utilities, equipment manufac- 
turers, or others. 

In making the announcement, Mr. Strauss pointed out that development of 
small competitive nuclear powerplants will not only benefit domestic users in 
certain areas, but will help meet the requirements of foreign countries as well. 

The types of assistance the Commission will consider providing under this 
program and the criteria the Commission will employ in evaluating proposals, 
are set forth in the attached fact sheet. The Commission will evaluate the pro- 
posals on a competitive basis in and between the different power ranges, within 
the limits of funds and materials available. The Commission may accept one 
or several proposals, or it may find that none is acceptable. 

The Commission’s first request for proposals last January, resulted in sub- 
mission of four plans for reactor plants, the combined electrical capacity of 
which would be 455,000 kilowatts. 

On August 8, the Commission announced that it had authorized negotiations 
to proceed with two of the groups making proposals. These are the Detroit 
Edison Co. & Associates, which proposed a fast breeder reactor plant with 
100,000 kilowatts of capacity to be completed in late 1959, and the Nuclear Power 
Group which proposed a boiling water reactor plant of 180,000 kilowatts of 
capacity to be completed in 1960. 

The Commission announced at the same time that, as submitted, the pro- 
posals of the Consumers Public Power District of Columbus, Nebr., and Yan- 
kee Atomic Electric Co. were not acceptable bases for negotiation. These two 
proposals have since been revised and are being studied by the AEC. 

The Consumers proposal is for a sodium graphite reactor plant of 75,000 kilo- 
watts capacity to be completed in 1958. The Yankee proposal is for a light 
water moderated and cooled reactor plant of 100,000 kilowatts capacity to be 
completed in 1958. 


Fact SHEET ON PROPOSALS FOR SMALL-SCALE EXPERIMENTAL NUCLEAR 
POWER PLANTS 


SUBMISSION DATE FOR PROPOSALS 


Proposals must be submitted no later than February 1, 1956. 


CAPACITY OF PROPOSED PLANTS 


Each proposal must be limited to a design for an electrical generating plant 
with an output rating of the following ranges: 


5,000 to 10,000 kilowatts 
10,000 to 20,000 kilowatts 
20,000 to 40,000 kilowatts 


WHO MAY SUBMIT PROPOSALS FOR ASSISTANCE 


Proposals may be from individual organizations or from groups of organiza- 
tions representing private or publicly owned utilities, equipment manufacturers 
or others. 

LOCATION OF PROPOSED REACTOR 


Proposals must indicate the contemplated location of the reactor. The loca- 
tion is to be within the United States, including its territories and possessions 
and the Canal Zone, 


TYPES OF ASSISTANCE THAT MAY BE CONSIDERED BY THE COMMISSION 


(a) Waiver of the established Commission charges for use of source and 
special nuclear materials, up to an agreed upon amount of money, for a period 
not greater than 5 years from the issuance of the license to operate the facility. 
Otherwise full charges will be made, for services and for materials used or sold 
in accordance with existing Commission policy and practices. 

(6) Performing in AEC laboratories without charge, or at less than full cost, 
up to a fixed dollar amount, mutually agreed upon research and development 
using specialized facilities, personnel or equipment. 
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(c) Entering into fixed amount research and development contracts with the 
proposer under section 3la of the Atomic Energy Act of 1954 for the technical 
and economic information resulting from development, design, construction, 
and operation of the nuclear powerplant. Payments under these contracts may 
be used to defray part of the costs of development, design, and engineering of 
the reactor portion of the plant, and a part of the experimental operation of 
the plant for a period not to exceed 5 years after issuance of the license to 
operate the facility. No part of the payments made under these contracts 
may be used to defray any part of the capital costs of the reactor proposed. 
Information obtained by the AEC through contracts of this type and for this 
purpose will be made available to the maximum extent practicable to the entire 
technical public. 

(d) Financing and retaining title to all or part of the reactor system. The 
nature and extent of this type of assistance will determine whether the energy 
generated in the reactor will be subject to disposition in accordance with section 
14 of the Atomic Energy Act of 1954 and its provisions regarding disposal of 

nergy from utilization facilities of the Commission. 


CRITERIA FOR ACCEPTANCE OF PROPOSALS 


(a) Cost to the AEC in funds, materials, and services. 

(b) Probable contribution of the proposed project toward achieving economi- 
cally competitive power in a plant of the size proposed. The Commission will 
take into consideration the technological advancement represented by the pro- 
posed design. 

(¢) Technical and financial competence of the party making a proposal, either 
by himself or in combination with others from whom he has received at least 
binding letters of intent, to meet the responsibilities entailed in the proposal, 
including but not limited to development, design, engineering, construction, 
ownership, and subsequent operation of the nuclear powerplant proposed. 

(d) Degree of enrichment of the fuel in the isotope U-—235. Under this cri- 
terion proposals calling for 10 percent or less enrichment will be given more 
favorable consideration than those calling for more than 10 percent. 


OTHER CONDITIONS 


(a) Those making proposals must be able to qualify for licenses required by 
the Atomie Energy Act of 1954. 

(b) Proposals must: 

(1) Specify the reactor type. 

(2) Specify the license period which will be requested. 

(3) Describe the organization planned. 

(4) Indicate the disposition of electricity to be generated by the plant. 

(5) Contain a detailed budget covering capital costs and operating costs of 
the project through the period of the license requested. 

(6) Contain a statement as to the source of all funds required and the 
application of such funds. 

(7) Contain as an appendix a detailed technical description of the project 
sufficient to permit evaluation of the technical merits of the project. 

(8) Contain a flow diagram covering the license period requested and 
detailing the source and special nuclear material balances, including quan- 
tities of materials sought from the Commission, as well as a schedule of 
withdrawals and returns of source and special nuclear materials, including 
isotopic, chemical and metallurgical specifications. 

(9) Contain a statement as to the estimated life of the reactor and other 
portions of the plant. 

(10) Contain evidence that a qualified company will develop and/or manu- 
facture the necessary fuel elements. 

(ce) Those making proposals may obtain from the Commission estimates of 
charges for chemical processing of fuel elements and waste storage and other 
services, if desired, but not for the manufacture of fuel elements. The AEC 
will not manufacture fuel elements, 

(d@) The Commission reserves the right to inspect and observe all work through- 
out the period during which assistance is granted. 

(e) Those making proposals must agree to provide the Commission on a 
periodic basis, for such further dissemination as the Commission may desire to 
make, all technical and economic data resulting from development; construction, 
and operation of the reactors. 





Ten copies of each proposal are to be submitted on or before February 1, 1956, 
to Director, Division of Reactor Development, United States Atomic Energy 
Commission, Washington, 25, D. C. 


ATOMIC ENERGY COMMISSION, 
WASHINGTON, D. C., January 9, 1956. 
Mr. ANCHER NELSEN, Administrator, 
Rural Electrification Administration, 
Department of Agriculture, Washington, D. C. 

Dear Mr. NELSEN: On September 21, 1955, the Atomic Energy Commission 
extended a public invitation for industry to submit proposals for the develop- 
ment, design, construction, and operation of small-output nuclear power plants 
to demonstrate their economic feasibility for the generation of electricity. A 
copy of this invitation is enclosed for your information. 

The AEC Division of Reactor Development has established a Selection Board 
to evaluate proposals received in response to this invitation and to submit rec 
ommendations thereon. 

It is our belief that the Selection Board, in the performance of its functions, 
would benefit by obtaining information and advice from the Rural Electrification 
Administration. Therefore, if you concur, we would appreciate your desig- 
nating a representative to serve as advisor to the Board. 

The Board has been instructed to complete its report by April 1, 1956. It is 
anticipated that the Board will meet on an average of 2 days a week and that a 
number of meetings will be held away from Washington. 

Sincerely yours, 
(For W. KENNETH Davis, Director, 
Division of Reactor Development ). 


JANUARY 12, 1956. 
Mr. W. KENNETH Davis, Director, 
Division of Reactor Development, 
United States Atomic Energy Commission, 
Washington, D. C. 

Drar Mr. Davis: Your letter of January 9, 1956, asked me to designate a rep- 
resentative from REA to serve as an advisor to the Selection Board which will 
evaluate the proposals for small scale nuclear power plants submitted to the 
Atomic Energy Commission. 

I have designated Mr. Joseph E. O’Brien, Chief of the Electric Engineering 
Division of REA, to serve as an advisor to the Board. Mr. O’Brien is an ex- 
perienced electrical engineer and has a broad background of knowledge of the 
electric utility industry. He is a graduate of the Catholic University of America 
with B. S. and M. A. degrees in electrical engineering. Prior to coming to REA 
in July 1940, Mr. O’Brien was a faculty member of the Department of Electrica! 
Engineering, Catholic University. As a reserve officer, Mr. O’Brien served with 
the Marine Corps Equipment Board, United States Marine Corps, during World 
War II. He was appointed Chief of the Technical Standards Division of REA 
in April 1950, and was transferred to his present position as Chief of the Electric 
ingineering Division in September 1953. He is a Fellow of the American Insti- 
tute of Electrical Engineers, a past-chairman of the Washington Section of AIEE, 
and a member of the AIFE Standards Committee and the Transmission and Dis- 
tribution Committee. He is also a member of the American Standards Associa- 
tion’s National Electrical Safety Code Committee. 

Mr. O’Brien has received Q clearance, effective August 20, 1954, No. WA-S9775. 

Sincerely yours, 
ANCHER NELSEN, Administrator. 


CREATION IN REA OF POSITION OF SPECTAL ASSISTANT FOR NUCLEAR 
POWER PROJECTS 


Mr. Netsen. We created the position of special assistant for nuclear 
power projects in REA in September 1955. Mr. Wade Edmunds, a 
highly qualified electrical engineer with many years of experience 1n 
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REA, was appointed to the position. Mr. Edmunds is at beac at 
the School of Nuclear Science and Engineering at AEC’s Argonne 
National Laboratory in Lemont, Il]., where he will cick his work 
this June. We expect the REA program to benefit materially from 
Mr. Edmunds’ specialized training. The training he is receiving will 
be of particular value to us in connection with the reactor proposals 
our borrowers have made to AEC. 
(The documents referring thereto are as follows :) 


United STATES DEPARTMENT OF AGRICULTURE, 
RURAL ELeCTRIFICATION ADMINISTRATION, 
September 19, 1955. 
To: All REA electric borrowers. 
From: The Administrator. 
Subject: Changes in organization and reassignment of personnel in electric pro 
gram. 


The following changes in organization and assignment of REA personnel of 
juterest to borrowers have been made in the electric program : 

The major change involves establishment of two new posts in the office of Mr. 
Zook, Assistant Administrator (Electric) : 

(1) For the purpose of directing and coordinating REA activities concerned 
with adapting nuclear energy to electric power generation, in which there is a 
growing interest by many borrowers, Mr. Wade Edmunds has been appointed 
special assistant for nuc lear power projects. Up to the present time the coordina- 
tion of this work and the direction of REA’s liaison with the Atomic Energy 
Commission has been done by the Assistant Administrator himself. 

(2) To assist Mr. Zook in the direction and coordination of the activities of 
the five area offices, Mr. William Callaway has been appointed Director of Pro- 
gram Operations. 

All REA electric program line activities with borrowers will continue to he 
handled by the five area offices, and borrowers should address their communica- 
tions to their respective area office as in the past. The grouping of the area 
offices into the northern and southern regions has been discontinued. 

In another action, some reassignments of area directors have been made and 
one new director, Mr. William H. Eastman, has been appointed to fill a vacancy. 
The assignments as area directors are as follows: 

Northeast, Osborne W. Briden. 

Southeast, William H. Eastman. 

North Central, John H. Scoltock. 

Western, Chris L. Schultz. 

Southwest, Reginald E. Cole. 

Mr. Eastman was with the electric program for several years prior to his recent 
position as an Assistant Chief of the Telephone Engineering Division. 

The internal organization of the area offices has been changed by combining 
borrowers’ accounting activities with other management activities in the opera- 
tions sections and construction budget activities with the engineering sections. 
Field accountants are being given Washington headquarters and will be available, 
as necessary, in the field to give accounting advice and assistance to borrowers. 
With the transfer of personnel to these two sections the accounting sections have 
been discontinued. These changes have been made in order to bring together 
related activities. 

ANCHER NELSEN. 


Mr. WapbE M. EpmMuNDs, 
4187 Oak Avenue, Brookfield, Il. 


DeaR WADE: Roy Zook has called to my attention your memorandum to him 
of January 18, 1956, in which you discussed the study or project which you 
wish to pursue during the forthcoming months. The form of study which you 
suggest, consisting of a design study for power reactors which might include 
some metallurgy and chemistry, seems to be a good one and it has my approval. 

You might be interested in knowing that AEC received seven proposals for 
power reactors in response to the invitation issued last September. Three of 
these were from REA borrowers, 2 from municipalities, and 1 from the University 
of Florida. Each of the 3 REA borrowers proposes a different type of reactor 
and, as a matter of fact, I believe that no reactor type was duplicated in the 7 
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proposals. This points up one of the needs of REA in relation to nuclear 
power. We will always be in a position of evaluating a reactor design proposed 
by someone else. Consequently, I hope that your project will enable you to 
gather information which will provide a basis for evaluating the several types 
of reactors for power generation from both engineering and economic stand- 
points. Since reactor types will continually change on the basis of new dis- 
coveries and greater experience, emphasis should also be placed on determin- 
ing critical factors in reactor design which will have a bearing on their per- 
formance in electric power systems. 

In accordance with your suggestion, I am sending a copy of this letter to 
Dr. R. O. Taecker, Director, School of Nuclear Science and Engineering, Argonne 
National Laboratory. 

We all enjoy hearing from you from time to time about the progress of your 
work. 

Sincerely yours, 
ANCHER NELSEN, 
Administrator, 


PROGRESS REPORTS 


Mr. Netsen. These three documents will be of interest to the com- 
mittee, since they are progress reports summarizing REA activity 
relative to power reactors. In a letter to Mr. Clyde Ellis, general 
manager of the National Rural Electric Cooperative dated September 
30, 1955, I listed the manufacturers and consulting engineering firms 
with whom we had been in contact and the meetings and facilities 
visits made by REA personnel. The borrowers and statewide associa- 
tions holding access agreements or study-group arrangements wit): 
AEC are also listed. 

The two other reports were made to me by Mr. Roy Zook, the assist 
ant administrator-electric. These are situation reports, one covering 
calendar year 1955, and the other covering the first 2 months of 1956. 

(The reports are as follows :) 

SEPTEMBER 50, 1955. 
Mr. CLype T. ELLIs, 
General Manager, National Rural Electric Cooperative Association, 
Washington, D.C. 

Dear Mr. Evvis: In an exchange of letters between NRECA and REA some- 
time ago we agreed that it would be mutually desirable that the REA personne! 
who are keeping in touch with the developments in nuclear-power reactors and 
the NRECA study group meet from time to time to exchange information and 
explore possible approaches to adapting reactor power to the needs of the rural 
electric cooperatives. Mr. Roy Zook was designated as the REA liaison repre- 
sentative and you designated Mr. Robert Kabat as the liaison representative for 
NRECA. 

Since this exchange of letters the two groups have continued their studies 
without arranging a conference. There has been no new development which 
would indicate that we are on the immediate threshold of economically feasible 
reactor-produced power, and for that reason there has been no urgency for the 
exchange of information. 

Working independently, as the two groups have, there may have been develop- 
ments or sources of information which have become available to one group with- 
out their existence being known to the other. We thought it might be helpful 
to your group to have a résumé of the activities of the REA cleared personnel 
so they might judge whether there may be information available in REA which 
has not come to the attention of the NRECA study group. We would appreciate 
your calling to our attention any matters of importance in this field of activity 
which may have escaped our attention. 

The manufacturers contacted by the REA liaison group in connection with 
nuclear-power generation are: 

American Locomotive Co., Schenectady, N. Y. 
American Machine & Foundry Co., New York, N. Y. 
Babcock & Wilcox Co., New York, N. Y. 

Sendix Aviation Corp., Detroit, Mich. 
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Convair, Fort Worth, Tex. 

Fairbanks-Morse & Co., Kansas City, Mo. 

Fluor Corp., Los Angeles, Calif. 

General Dynamics Corp., Washington, D. C. 

General Electric Co., Schenectady, N. Y. 

Walter Kidde Nuclear Laboratories, Inc., Long Island, N. Y. 
Glen L. Martin Co., Baltimore, Md. 

North American Aviation, Inc., Los Angeles, Calif. 
Vitro Corporation of America, New York, N. Y. 
Westinghouse Electric Corp., Pittsburgh, Pa. 
Worthington Pump & Machinery Corp., Harrison, N. J. 


In addition to the above list of manufacturers, the REA liaison group has 
heen in contact with five consulting engineering firms. These firms are: 


Fluor Corp., Ltd., Los Angeles, Calif. 

Nuclear Development Corporation of America, White Plains, N. Y. 
The Ralph R. Parsons Co., Los Angeles, Calif. 

James K. Pickard, Washington, D. C. 

Vitro Corporation of America, New York, N. Y. 


Members of the REA liaison group have attended a number of meetings 
and have made visits to some facilties connected with the nuclear power 
reactor program. The dates of these visits and their nature are indicated 
below. 

October 29-30, 1953: National Industrial Conference Board, New York, 
Nees 

August 27, 1954: PWR Forum No. 2, Pittsburgh, Pa. 

February 3, 1955: Visit to Brookhaven National Laboratory, Long Island, 
N. ¥; 

February 3-4, 1955: Sodium graphite reactor forum, Los Angeles, Calif. 

March 8, 1955: Industry Advisory Conference on Proposed Licensing Regu- 
lations and Policies, AEC, Washington, D. C. 

April 4-5, 1955: Meeting on atomic energy sponsored by the Atomic Industrial 
Forum and Stanford Research Institute, San Francisco, Calif. 

April 6-9, 1955: Seminole AEC Study Group, Augusta, Ga. 

May 7, 1955: PWR Forum No. 3, Pittsburgh, Pa. 

May 12-13, 1955: Classified information meeting, Engineers’ Research and 
Development Laboratory, Fort Belvoir, Va. 

August 29-30, 1955: Seminole AEC Study Group, Jacksonville, Fla. 

In addition to these meetings listed above which were specifically and exclu- 
sively related to the power-reactor program, REA personnel have attended sev- 
eral conferences at which portions of the meetings were devoted to nuclear power 
reactors. These meetings have included such meetings as those held by the 
American Power Conference, the American Institute of Electrical Engineers, the 
American Society of Mechanical Engineers, ete. We have also read the published 
material which has been released by the Atomic Energy Commission and others, 
and the material which is appearing in current publications and technical papers. 
It is likely that your group has also followed these materials closely and is 
conversant with them. 

We have assisted several REA borrowers and statewide associations in obtain- 
ing access or study group agreements with the Atomic Energy Commission. The 
borrowers and associations known to have concluded agreements with AEC are 
listed below. We will appreciate knowing of any which we may have omitted 
trom this list. 

Corn Belt Power Cooperative, Humboldt, Iowa (Iowa 84 Hamilton). 

Kansas Electric Cooperatives, Inc., Topeka, Kans. 

Seminole Electric Cooperative, Inc. (study group agreement), Madison, Fla. 

The Texas Electric Cooperatives, Inc., 515 West Fifth Street, Post Office Box 
14, Austin, Tex. 

Rural Cooperative Power Association, Elk River, Minn. (Minnesota 70, Henne- 
pin). 

Wolverine Electric Cooperative, Inc., Big Rapids, Mich. (Michigan 46, 
Newaygo). 

National Rural Electric Cooperative Association, Washington, D. C. (study 
croup agreement). 

Ohio Rural Electric Cooperatives, Inc., 48302 Indiana Avenue, Columbus, Ohio. 

As you know, we have received one proposal for the construction of a nuelear 
powerplant, that submitted by the Rural Power Cooperative Association of 
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Elk River, Minn. In addition, the Wolverine Electric Cooperative, Big Rapiis, 
Mich., may submit a proposal in conjunction with the Glen L. Martin Co. The 
announcement by AEC on September 21 of a second round of the power demon- 
stration reactor program will very likely result in proposals being made by addi- 
tional electric cooperatives. The REA policy with respect to any proposals 
received is to treat them in the same manner as we would proposals for the 
financing of a conventional generating plant. If a nuclear plant provides the 
best solution to a power supply problem, all factors considered, we expect to 
make a loan to finance it provided it comes within the provisions of the Rural 
Electrification and the Atomic Energy Acts. 

Mr. Wade Edmunds has been appointed special assistant for nuclear power 
projects in the Office of the Assistant Administrator-Electric. He will direct 
and coordinate REA activities concerned with the adaptation of nuclear energy 
to the production of electric power for borrowers’ systems. He and the other 
members of the REA liaison group on nuclear power are available to meet with 
your group at any time. 

Sincerely yours, 
ANCHER NELSON, 
Administrator. 


PreRropic REPORT, NUCLEAR POWER PROJECTS, CALENDAR YEAR 1955, R. G. Zoox, 
ASSISTANT ADMINISTRATOR, ELECTRIC 


1. GENERAL 


This report relates to the current status of matters concerned with nuclear 
power projects at the end of calendar year 1955, and covers the entire calendar 
year. Subsequent reports will be made at intervals of 2 months and will report 
events occurring during the reporting period. 


2. ACCESS AGREEMENTS 


The following borrowers and borrower groups have executed access agreements 
with the Atomic Energy Commission: 


Seminole Electric Cooperative, Inc., Madison, Fla. 

Corn Belt Power Cooperative, Humboldt, Iowa 

Central Kansas Electric Cooperative, Inc., Great Bend, Kans. 

Kansas Electric Cooperatives, Inc., Topeka, Kans. 

Wolverine Electric Cooperative, Inc., Big Rapids, Mich. 

Rural Cooperative Power Assn., Elk River, Minn. 

Ohio Rural Electric Cooperatives, Inc., Columbus, Ohio 

Cooperative Power, Inc., Piqua, Ohio 

Oklahoma Statewide Electric Cooperative, Inc., Oklahoma City, Okla. 
The Texas Electric Cooperatives, Inc., Austin, Tex. 

Wisconsin Electric Cooperative, Madison, Wis. 

National Rural Electric Cooperative Assn., Washington, D. C. (study group) 


3. PROPOSALS TO AEC 


The following borrowers are actively working on proposals to be submitted 
to AEC in connection with its program for small-scale experimental nuclear 
powerplants: 

Rural Cooperative Power Assn., Elk River, Minn. 
Wolverine Electric Cooperative, Inc., Big Rapids, Mich. 
Seminole Electric Cooperative, Inc., Madison, Fla. 


4. LOAN APPLICATIONS 
REA has received one loan application for generation facilities involving 


a nuclear reactor. The applicant is Rural Cooperative Power Assn. (Minnesota 
70, Hennepin), Elk River, Minn. 


5. REA ACTIVITIES 


The REA liaison group now totals 11 members of the REA staff. Two mem- 
bers of the group devote all of their time to nuclear power projects, while the 
remainder participate on a part-time basis. Additional members of the staff 
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participate in nuclear power matters from time to time in connection with their 
regular work assignments. 

During the year, members of the liaison group attended 13 meetings, technical 
conferences, and forums concerned solely with atomic energy matters. During 
the year REA became an organizational member of the Atomic Industrial Forum 
and as such has access to the great amount of resource material made available 
by that organization. A great amount of scientific literature has been reviewed 
and a library of reference material has been established. In September 1955, 
Mr. Wade M. Edmunds was appointed special assistant for nuclear power proj- 
ects in the Office of Assistant Administrator, Electric, in which capacity he di- 
rects and coordinates REA activities concerned with the adaptation of nuclear 
energy to the production of electric power for borrowers’ systems. 


6. ITEMS OF INTEREST 


The April 1 deadline of the AEC power demonstration reactor program re- 
sulted in proposals for four nuclear powerplants. They were by Atomic Power 
evelopment Associates for a 100 mw fast breeder reactor, by Yankee Atomic 
Electric Co. for a 100 mw pressurized water reactor, by nuclear power group for 
a 180 mw boiling water plant, and by Consumers Public Power District of Co- 
lumbus, Nebr., for a 75 mw sodium graphite reactor. Later the Rural Coopera- 
tive Power Association submitted a proposal to AEC for a 22 mw boiling water 
plant. 

On September 21, 1955, AEC announced its program for small-scale experi- 
inental nuclear powerplants. It is concerned with reactors ranging from 5 to 40 
mw in capacity and the deadline for proposals is February 1, 1956. The initial 
preposal by RCPA was rejected by the AEC, but has been revised to conform to 
AEC requirements and was resubmitted December 9, 1955. 

During the year considerable interest has developed in boiling water reactors 
hecause of their apparent simplicity in design and operation. Another matter 
of passing interest is the inclusion in several designs of conventionally fueled 
super-heaters for matching the temperature and pressure characteristics of re- 
actors to those of standard high efficiency steam turbines. 


7. FORECAST OF REA ACTIVITIES 


Staff members are now setting down criteria for consideration by REA in con- 
nection with possible loan applications involving nuclear reactors. 

These will involve such matters as: 

(a) Arangements for standby power. 

(b) Upper limit of REA financing (i. e., all?—non-nuclear facilities and part 

‘nuclear ?—only nonnuclear facilities ?). 

(c) Arrangements for fuel recycling, including fabrication of fuel elements. 

(7) Reasonableness of service life estimates of nuclear components, and of 
those non-nuclear components which may be affected by radioactivity. 

(e) Operating problems: Qualifications of personnel; effect of sudden load 
changes, breaker operations, ete.; disposal of radioactive wastes; expected nor- 
mal shutdown per year. 

R. G. Zoox. 


Perropic Report, NUCLEAR PowER PROJECTS, JANUARY 1 TO FEBRUARY 29, 1956, 
R. G. Zook, ASSISTANT ADMINISTRATOR-ELECTRIC 
1. GENERAL 


This report summarizes changes and developments in the nuclear power situa- 
tion during the period from January 1 through February 29, 1956. 


2. ACCESS AGREEMENTS AS OF JANUARY 31, 1956 
The total number of borrowers and borrower groups having access agreements 


has increased to 15. The list of access agreement holders submitted with the 
previous report should have the following three naines added to it: 


Plains Electrie Generation and Transmission Cooperative, Inc., 
Albuquerque, N. Mex. 

Minnkota Power Cooperative, Inc., Grand Forks, N. Dak. 

Puerto Rico Water Resources Authority, San Juan, P. R. 
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3. PROPOSALS TO AEC 


Seven proposals were received by the Atomic Energy Commission in response 
to an invitation extended September 21, 1955, under the Commission’s power 
demonstration reactor program relating to small-scale experimental nuclear 
powerplants. The proposals are as follows: 

1. Chugach Electric Association, Anchorage, Alaska, and Nuclear Development 
Corporation of America, White Plains, N. Y.: Sodium-cooled, heavy water moder- 
ated reactor; electrical capacity, 10,000 kilowatts; design agent, Nuclear Devel- 
opment Corp.; completion date, mid-1961. 

2. City of Holyoke Gas & Electric Department, Holyoke, Mass: Gas-cooled re- 
actor with closed-cycle gas turbine; electrical capacity, 15,000 kilowatts; design 
agent, Ford Instrument Co., Long Island City, N. Y.; completion date, not 
determined. 

3. City of Orlando, Fla.: Liquid metal fuel reactor; electrical capacity, 25,000 
to 40,000 kilowatts ; design agent and completion date, not determined. 

4. City of Piqua, Ohio: Organic moderated reactor; electrical capacity, 12.500 
kilowatts; design agent, Atomics International, North American Aviation, Inc., 
Downey, Calif.; completion date, 1960. 

5. Rural Cooperative Power Association, Elk River, Minn.: Boiling water 
reactor; electrical capacity, 22.000 kilowatts: design agent, American Machine 
& Foundry, New York City; completion date, 1960. 

6. University of Florida, Gainesville, Fla.: Pressurized light water reactor: 
clectrical capacity 2,000 kilowatts; design agent, not determined; completion 
date, 1959. 

7. Wolverine Electric Cooperative, Hersey, Mich.: Aqueous homogeneous reac- 
tor; electrical capacity, 10,000 kilowatts; design agent, Foster Wheeler Corp., 
New York, N. Y., for reactor portion, and Worthing Corp., Harrison, N. J., for 
secondary loop. 

Three of these proposals were submitted by REA borrowers. <A fourth bor- 
rower, Golden Valley Electric Association, Fairbanks, Alaska (Alaska 6) with 
the Fluor Corp., Los Angeles, Calif., as design agent, submitted a proposal to 
AEC subsequent to February 1, 1956, the closing date for proposals in the small- 
scale reactor program. The status of this proposal is unknown. The proposal is 


for the design, construction, and operation of a 10,000 kilowatt steam plant pow 
ered by a pressurized light water reactor. 


4. LOAN APPLICATIONS 


As of the date of this report, the status of loan applications for nuclear power 
plants is as follows: 


Rural Cooperative Power Association, Elk River, Minn. (Minnesota 70) 

A loan application has been submitted for funds to provide for the construc- 
tion of a 22,000-kilowatt steam plant of conventional design. A preliminary 
study of the power supply situation indicates that the most economical solution 
would be provided by self-generation. Consequently, a loan docket is being pre- 
pared which will contain stop-order provisions covering the steam generating 
portion of the plant, since under the proposal to AEC this part of the plant would 
be financed by AEC. 


Wolverine Electric Cooperative, Inc., Big Rapids, Mich. (Michigan 46) 

The results of power requirement studies will soon be available and we will 
then proceed on the same basis as we have done for Minnesota 70. The Wolver- 
ine situation differs from the Elk River situation in several respects. The 
proposal to AEC requests funds for the reactor proper and its associated ac- 
cessories but leaves the containment and other structural features (as well as 
the turbogenerator) to be provided out of an REA loan. Wolverine has been 
granted a loan for a 2,500-kilowatt diesel plant which has not yet been con- 
structed. The proposed nuclear plant will have a capacity of 5,000 kilowatts. 
Wolverine has not yet made application to REA for loan funds to finance the in- 
creased capacity of the nuclear plant. 

Chugach Electric Association, Anchorage, Alaska (Alaska 8) 
Golden Valley Electric Association, Fairbanks, Alasha (Alaska 6) 

Neither of these borrowers has submitted a loan application to REA. No 

up-to-date load forecasts exist and these will be required before REA can 


evaluate the problems. The Chugach situation is complicated by an existing 
study of hydro generation now in progress. 
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5. REA ACTIVITIES 

The REA liaison group continues at a total strength of 11, all of whom now 
have the required AEC security clearance. 

Mr. Edmunds is continuing his work at the School of Nuclear Science and 
Engineering, Argonne National Laboratory, and at the present time is se.ting up 
a project for the remainder of the school term. This project will consist of a 
design study for power reactors with supplementary work on metallurgy and 
chemistry. It is hoped that this project will develop information which will 
provide REA with a basis for evaluating the several types of reactors for power 
generation from both engineering and economic standpoints. 

On January 13, 1956, a meeting was held between members of the NRECA and 
REA staffs dealing with nuclear power. This meeting was attended by: 


From REA: Representing NRECA: 
R. G. Zook (Chairman) Ed Wolter 
J. E. O’Brien Clyde Ellis 
Ralph J. Foreman Charles Robinson 
Robert D. Partridge Robert Kabat 
William C. Morris Richard Dell 
Howard White Lowell Endahl 
Edward M. Saunders Don Dunham 


The meeting consisted of a general interchange of information on the following 
subjects : 

1. Technical progress being made in the development of small reactors. 

2“. Insurance problems involved in reactor construction and operation. 

3. REA procedure in considering a proposal made by a cooperative. 
{. Elk River proposal. 

The discussion of the Elk River proposal had nothing to do with the problems 
or merits of the case but rather was a description of the proposal which was 
given by Mr. Ed Wolter, who happened to be in the city and had been invited 
to attend the meeting for this purpose. 

On Sunday, January 22, 1956, Mr. O’Brien appeared before the NRECA Atomic 
Energy Committee in St. Louis, Mo. He reviewed for the committee the REA 
activity in the field of nuclear power and called the attention of the committee 
to the problems created by the shortage of qualified technical personnel and of 
the long-range implications of this shortage that should be of concern to every- 
one. A resolution calling attention to this problem later was adopted at the 
14th annual meeting of the NRECA. 

REA has received copies of each of the technical reports forming part of the 
proposals made to AEC by REA borrowers, and the engineering staff is studying 
these proposals for the purpose of gaining an understanding of them and of 
developing questions on matters which may require further investigation. 

Mr. O’Brien has been appointed as a member of a small advisory group whose 
services are available to the AEC Selection Board which is currently studying 
and evaluating the proposals submitted in the small-scale power demonstration 
reactor program. 

At the 1956 Tecnical Conference for Field Engineers, one of the most interest- 
ing subjects was a paper, A Short Summary of the Problems of Nuclear Power, 
presented by Mr. William C. Morris of the Electric Engineering Division. Copies 
of this paper were made available to the engineering staff, both in the office and 
in the field. 

Another excellent report entitled ““Nuclear Energy Today,” which appeared in 
the December 1955 issue of Power magazine, was obtained in reprint form and 
distributed to the area offices and the field engineers. It is expected that from 
time to time when particularly useful information appears in pamphlet or report 
form, copies will be made available to our personnel who have indicated an in- 
terest in obtaining background information on the subject of nuclear power. 


6. ITEMS OF INTEREST 


Mr. Edmunds has called attention to the possibility of lignite ashes containing 
traces of recoverable uranium and has suggested that this matter be explored 
by REA. In response to this suggestion, several REA borrowers and other power 
suppliers in North and South Dakota have been invited to send samples of 
lignite ash from their generating plants to a laboratory conducted by the 
United States Geological Survey which will analyze the ashes and report on 
their uranium content. 
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The AEC Selection Board has been working continuously since February 1 
on the problem of evaluating the proposals submitted under the small-scale 
power demonstration reactor program. On two occasions, the Advisory Com- 
mittee has met with the Board. From time to time the Board plans to visit the 
sites of the proposed reactor installations, and on Thursday, March 1, 1956, the 
Board was scheduled to visit the site of the installation proposed by the Wolverine 
Electric Cooperative, Inc., Big Rapids, Mich. (Michigan 46.) 

The problems of providing adequate third-party liability insurance on nuelear 
powerplants is once again in the news. The proposal of the insurance industry 
for providing up to $50 million coverage in plant damage risks and a total of 
$60 million in third-party liability for each atomic installation evoked favorable 
response in Washington. However, representatives of the Commonwealth Edison 
Co., Detroit Edison Co., and Yankee Atomic Electric Co. have rejected these 
limits as unsatisfactory and have implied that they would get out of the power 
reactor development business if something wasn’t done about increasing the in- 
surance coverage, either with or without assistance and participation on the 
part of the Federal Government. 

7. FORECAST OF REA ACTIVITIES 

Staff members will continue to study the engineering reports associated with 
nuclear power proposals by REA borrowers. These will develop questions of 
various types that will have to be answered and will assist in the development of 
criteria for consideration by REA in connection with possible loan applications 
involving nuclear reactors. 

Mr. William C. Morris has been assigned to attend a classified Civilian Power 
Reactor Conference covering homogeneous reactors to be held March 20-22 in 
Oak Ridge, Tenn. 

Mr. Edmunds, together with other members of his class, will also visit Oak 
Ridge, Tenn., on March 18—20, in connection with the course in nuclear science 
and engineering. This field trip will include Fernal (near Cincinnati), Ohio; 
Brookhaven, Long Island ; and Shippingport, Pa. 


HIGHLIGHTS OF THE POWER DEMONSTRATION REACTOR PROGRAM 


Mr. Netsen. Nuclear energy has captured the imagination of 
many people, and there is intense interest throughout the country in 
power-reactor development. Those of us in REA and our borrowers 
who are close to the work know that a tremendous amount of research 
and work and money must be expended primarily by AEC and the 
equipment manufacturers, before we obtain cheap power from the 
atom. But there are many REA borrowers who do not have an oppor- 
tunity to get into this work deeply and convince themselves of this fact. 
Naturally, some of these borrowers are concerned that they may be 
missing an opportunity. I don’t say this critically, for we want the 
REA borrowers to be on their toes, alert to every possibility for reduc- 
ing costs and improving services to their rural customers. We receive 
many inquiries from the borrowers about the possibilities of cheap 
atomic power. 

Several weeks ago Senator Martin of Towa received such an in- 
quiry from the Northwest Iowa Power Cooperative at LeMars, and 
he asked us to give him an estimate of the situation. I brought a copy 
of our letter to Senator Martin, and want to leave it with your com- 
mittee because it summarizes the whole situation in the nuclear power 
field at the present time. As we pointed out, with the possible ex- 
ception of a few areas where fuel cost is very high, electric energy 

cannot be produced from reactors at the present stage of development 
at costs competitive with conventional generating plants. Estimates 
of people working closely on the development of power reactors, are 
that at least 5 and possikiy 10 years will be required to attain eco- 
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nomically feasible electric power production from reactors. The 
Shippingport plant which will be completed in about 1 year, and will 
thus be the first commercial power reactor in the United States, will 
have an initial cost of 5.2 cents per kilowatt-hour. With the second 
core in the reactor the cost is expected to drop to 3.2 cents, and the 
third core is expected to produce power at a cost of about 1.5 cents. 
Even the third core will have a power cost of 2 or 3 times the cost of 
power which might be produced with a conventional steamplant. 
We believe that REA borrowers must approach a proposal to build 
and operate a reactor on the basis that the reactor must produce power 
to meet power needs as these occur at costs equal to or lower than the 
cost at which the power can be obtained from other sources. 

We propose to continue to follow the development of nuclear re- 
actors. We will be able to take advantage of the situation when it 
ultimately becomes possible to get cheaper power from a reactor than 
from aconventional steamplant. 

I would like to offer for the record at this point my letter to Sen- 
ator Martin reviewing the highlights of these developments. 

Mr. Wurrren. That will be satisfactory. 

(The letter referred to follows:) 

DECEMBER 22, 1955. 
Hon. THOMAS E. MARTIN, 
United States Senate. 

DEAR SENATOR MARTIN: In your letter December 9, 1955, you requested infor- 
mation to be used in replying to a letter you received from Mr. L. E. Caulkins, 
manager of the Northwest lowa Power Cooperative, LeMars, Iowa. 

A brief review of the highlights of the power demonstration reactor program 
undertaken by the Atomic Energy Commission under the Atomic Energy Act of 
1954 may be helpful orientation for your reply to Mr. Caulkins. 

The Atomic Energy Commission has expressed its philosophy on civilian power 
reactor develo; ment. The Commission’s position as we understand it is that it 
is in the national interest to expand the present reactor development program in 
a manner which will accelerate the achievement of competitive nuclear power 
and improve the effectiveness of American assistance to other countries in the 
nuclear power field. Developing economically competitive nuclear power for 
civilian use will be aided, the Commission believes, by maximum practical utili- 
zation of financial incentive common to business ventures in order to stimulate 
ingenuity, imagination, and the assumption of calculated technical and economic 
risks. The Commission has undertaken the development of advanced technology 
at Government expense and has sought to interest groups outside the Commis- 
sion in undertaking developmental or demonstration power projects, primarily 
with non-Commission financing. The Commission has also urged that positive 
steps of assistance to other countries should be included as part of the program. 

To obtain these objectives, the Atomic Energy Commission has continued and 
expanded the basic research work and technical instruction being conducted at 
its laboratories. In addition, the Commission in implementing its power demon- 
stration reactor program has issued two invitations for proposals for the develop- 
ment, design, construction and operation of nuclear power reactors. The first 
invitation, which closed April 1, 1955, resulted in four proposals being submitted 
for reactors ranging in size from 75,000 kilowatts to 180,000 kilowatts. 

Three of these proposals were made by power companies and one was made 
by a public power district. Two of the proposals were accepted initially by 
AEC and negotiations are proceeding on the others. 

The second AEC invitation, issued September 21, 1955, called for proposals 
for nuclear plants in the 5,000- to 40,000-kilowatt range. These are powerplants 
of a size which would be particularily adapted to the needs of REA borrowers 
and municipal systems as well as some foreign countries. The closing date for 
these proposals is February 1, 1956. It is likely that at least two REA bor- 
rowers, working with manufacturers, will submit proposals. The Commission 
will evaluate the proposals on a competitive basis, taking into consideration the 
funds and materials available, and may accept one or several proposals or may 
find that none is acceptable. 
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The criteria which have been established by the Atomic Energy Commission 
for acceptance of proposals made by February 1, 1956, are: 

1. Cost to the AEC in funds, materials, and services. 

2. Probable contribution of the proposed project toward achieving eco- 
nomically competitive power in a plant of the size proposed. Consideration 
will be given to the technological advancement represented by the proposed 
design. 

3. Technical and financial competence of the party or parties making a 
proposal. 

4. Degree of enrichment of the fuel in the isotope U-235 with more favor- 
able consideration to those calling for 10 nercent or less enrichment. 

Discussions of these criteria by the AEC and REA staffs have clarified the 
competitive nature of the proposals. Competition among those making proposals 
relates primarily to the probable contribution of the proposed project toward 
achieving competitive power in a plant of the size proposed. We are confident 
that the Atomic Energy Commission is best qualified among those public and 
private groups who are competent to make this determination. The AEC funds 
required will be the determining factor in the case of proposals which have 
equal merit in all other respects. The AEC funds available for the demonstration 
reactor program are a limiting factor in the sense that these may determine the 
number of proposals which may be accepted by AEC. However, with the excep- 
tion of the factors just mentioned, cost of the proposal in terms of AEC funds 
will tend to be secondary to the consideration of the advancement in technique 
which the proposal represents. 

The Atomic Energy Commission has specified the assistance it may give to 
organizations or groups submitting proposals. The Commission may waive its 
charges for the use of source and special nuclear materials, up to an agreed upon 
amount of money, for a period not greater than 5 years from the issuance of 
the license to operate the facility. Mutually agreed upon research and develop- 
ment may be performed in AEC laboratcries without charge or at less than ful! 
cost. The Commission may enter into fixed-amount research and development 
contracts with the proposer for the technical and economic information resulting 
from the development, design, construction, and operation of the nuclear power- 
plant. Finally, the Commission may finance and retain title to all or part of 
the reactor system. 

We, in REA, have followed the development of nuclear power with a great 
deal of interest. During the past 2 years, we have maintained a working rela- 
tionship with AEC, and several members of our staff have received “Q” clear- 
ance. We have met with manufacturers and consulting engineers engaged in 
reactor development. A few months ago REA created the position of Special 
Assistant for Nuclear Power Projects in the Office of the Assistant Administra- 
tor—Electric. We recognize that nuclear-produced electric power is not eco- 
nomically feasible at this time, but we are in a position to assist our borrowers 
in taking advantage of the lower cost power which, we believe, will ultimatel) 
be produced from reactors. 

Research has established that, with the possible exception of a few areas 
where fuel cost is very high, electric energy cannnot be produced from reactors 
at the present stage of development at costs competitive with conventional gen- 
erating plants. The estimates of persons in the Atomic Energy Commission and 
in manufacturing firms and electric utilities associated with power reactor 
development are that at least 5 and possibly 10 or more years of research and 
development will be required to attain economically feasible electric power pro- 
duction from reactors. The first full scale power reactor which will be com- 
pleted in the United States, Duquesne Power Co.,’s pressurized water reactor 
being constructed at Shippingport, Pa., is expected to produce power at a Cost 
of 5.2 cents per kilowatt-hour with the first core. With the second core, the cost 
is expected to drop to 3.2 cents and the third core is expected to produce power 
at a cost of 1.4 to 1.5 cents. It is clear that even the third core will produce 
power at 2 or 3 times the cost of power which might be produced with a con- 
ventional steam plant. It has been necessary to develop and test heretofore 
relatively unused metals, alloys of metals, fuel elements and containers, and 
metals fabricating techniques in order to overcome the problems of radioactive 
deterioration and corrosion which render most of the ordinary ferrous metals 
unusable in many of the components of a reactor. Safety requirements have 
necessitated unusually high costs of construction on containment vessels and 
housing structures. These are not unsurmountable problems, but they account 
for the time and money which must be expended before nuclear-produced electric 
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power can become a practical reality. Aside from the cost factor, there is the 
matter of continuity of operation to be expected from the first models of full- 
scale power reactors. There is no operating experience upon which accurate 
estimates can be based; hence no one can predict with certainty how much of 
the time these first power reactors may be operative. It seems reasonable to 
expect that initially reactors will be less dependable than conventional thermal 
ylants. 

From a consideration of these factors it is apparent that the larger utilities 
may be able to build and operate power reactors at an earlier date than can the 
smaller systems, including the majority of REA borrowers and municipal systems. 
The investment in a reactor will be smaller in relationship to the total plant 
investment of large utilities, and lengthy plant shutdowns will be of less serious 
consequence. On the other hand, most REA borrowers must approach a proposal 
to build and operate a reactor on the basis that the reactor must produce power 
to meet the power needs as these occur at costs equal to or lower than the cost 
at which the power can be obtained from other sources. 

In a speech made in November'1955 before the Case Institute of Technology 
Chairman Lewis Strauss, of the Atomic Energy Commission, stated the Commis- 
sion’s views on the questions Mr. Caulkins raises, as follows: 

“The point is sometimes made that publicly owned power companies and coop- 
eratives are placed at a disadvantage because they have no access to risk capital 
to invest in experimental power reactors, and that therefore the Government 
should abandon its ‘closed end’ or fixed contributions and share the risk with 
them, or perhaps even build the plants for them outright and charge it off to 
research. There are, however, very definite limits on how far the Commission 
can go in that direction. A cooperative possessing limited funds for investment 
presumably would seek to build a power reactor of relatively proved technology, 
and therefore one less risky, from the standpoint of both construction and opera- 
tion. But such a reactor might very well be the type in which the Commission 
would be least justified in making a substantial investment on the grounds of 
research and development. The Commission obviously does not have the funds 
to build power reactors for every municipality and cooperative desiring one. It 
has no authority and no mandate to serve as a social and economic instrumentality 
in the distribution of nuclear power.” 

The principal advantage to a power supplier of building a reactor plant at this 
time lies in the prestige value which always attaches to being among the first to 
try an innovation which seems destined for ultimate success; and in the training 
of operating personnel so that the supplier will be prepared to use reactors when 
economically feasible power production is achieved with them. The financial 
and other assistance by AEC and the subsidies which manufacturers may provide 
initially in the interest of securing market position and creating a marketable 
product will at best do little more than compensate for the higher costs which are 
inevitable in today’s reactors. The technology and other findings developed in 
conjunction with AEC’s reactor development program will be made _ public. 
Materials and equipment developed under the program will be produced and sold 
by manufacturers. Reactors and their component parts will ultimately be avail- 
able to power suppliers for purchase in the same manner that boilers and turbines 
and other common items are available today. 

We are returning Mr. Caulkin’s letter to you. 

With best wishes for a happy holiday season. 

Sincerely yours, 
ANCHER NELSON, Administrator. 

Mr. Netsen. That completes the file that we have, Mr. Chairman. 
Mr. Zook, who is with us also, has a report which he would like to 
make, and then if you have any questions on the technical aspects 
of it, we would be happy to answer them. 

_We want to say that REA is very complimentary of the Atomic 
Energy Commission. They have cooperated completely with us »nd 
we are ready to go and we think that there will be some experimental 
reactors going into the program in the very near future. 

Mr. Wurrren. That is very fine, Mr. Nelsen, and we appreciate your 
report. 

We will be glad to hear from Mr. Zook at this time. 


72013—56—pt. 4—13 
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GENERAL STATEMENT OF ASSISTANT ADMINISTRATOR, REA 


FUEL COST FACTOR 


Mr. Zoox. Of course, as Mr. Nelsen has pointed out, we are vitally 
interested in anything which will tend to lower power costs. As it 
stands now, power costs represent 20 to 30 percent of the total cost 
of operation of distribution cooperatives. For the generation co- 
operatives, the fuel cost is somewhere between 25 and 35 percent of 
the total delivered cost of the power which they produce. Obviously, 
anything that we can do to cut those costs should be done, and we 
feel that nuclear power has that potential. 

Potentially, nuclear power could almost wipe out that fuel com- 
ponent of cost. Of course, that would disregard the problem of the 
additional costs of insurance and other factors, and the additional cost, 
at least, at the present time, of the construction of these reactors. 

I want to point out the trend with respect to size of facilities which 
our borrowers will need in this program, with reference to the increased 
sizes as far as plant unit capacity 1s concerned, comparing steam units 
installed in the REA program in 1941 and those which are under 
installation at the present time. 

The range of cost per kilowatt does not vary greatly. It ranges 
between $125 per kilowatt and $190; but the sizes have increased from 
something like 3,000 kilowatts per steam unit to where we are now 
installing 50,000 and 66,000 kilowatts in a single unit. That size of 
unit represents a lot of money, in one piece of | equipment, but it also 
represents greater efficiency of operations. However, it still does not 
do as much as we would like to see done in affecting fuel costs. Let me 
illustrate with a few figures in order to give you some idea as to what 
this fuel cost means. 

The majority of fuel costs for the installations that we have financed 
run between 24 cents and 34 cents per million B. t. u.’s. I think you 
will find a variation somewhere in there in a lot of the private power 
industry as well, but we do have variations down to 14 cents, for in- 
stance, in Oklahoma with gas, and in South Dakota with lignite fuel. 
Up in Alaska they pay 63 cents per million B. t. u.’s. That is quite a 
widespread range. There appears to be quite a possibility in this pro- 
gram for the application of nuclear power. 


EVALUATION OF PROPOSALS FOR THE INSTALLATION OF NUCLEAR REACTORS 


We have the problem in evaluating any proposal for the installa- 
tion of a nuclear generator or reactor of the how, where, and when, 
just as we have w ith the conventional steam plant. ‘We have to satisfy 
the fact that it is a needed facility and that it will produce power at a 
cost equal to or less than that which we can get from any alternative 
plan. 

In order to do that under present conditions we have certain prob- 
lems that we do not yet have the answers to, such as service life of the 
components to be installed in a nuclear reactor. That is not a proven 
thing yet, because there has not been enough time in which to obtail 
information, such as the cost of refabricating and reprocessing and 1 
cycling the fuel elements. We have all those things that we have to 
take into consideration and the development of experience on these 
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represents a component of cost which we feel should not be absorbed 
directly by those borrowers. Therefore, under the proposals which 
have been made to the Atomie Energy Commission by Elk River, 
Chugach, and by Wolverine, there is a provision whereby the cost of 
those factors which, while fairly well established in conventional 
steam plants, are not established with the nuclear reactor, are expected 
to be borne by the AEC, because they come into the developmental 
field. The co-ops themselves then will take on the job of installing 
that portion of the total project which is conventional, or that part 
beyond the reactor which includes the turbogenerator and the power- 
producing facilities. 

Eventually we feel that as these unknown factors are solidified and 
as we know better what the costs will be, that more and more of this 
can be borne by the co-ops just as the entire thing is being borne now 
in the conventional steam plant. However, until that time, we feel 
that we would need to proceed extremely carefully because the people 
who would pay for the cost of these facilities are the farmers them- 
selves. Our borrowers who have looked into these things themselves 
have told us that they feel pretty much the same way. They want to 
proceed carefully but they recognize the desirability of operating 
these reactors in conjunction with an operating utility system in order 
to obtain some answers. 

That concludes my presentation, Mr. Chairman. 


COST OF PRODUCING POWER FROM AN ATOMIC REACTOR 


Mr. Wuirren. Various members of the committee have been very 
uch interested in this whole matter, as have other members of Con- 
vress. I suppose the American people as a whole are interested in the 
iuture possibilities of nuclear power to meet presentday needs, par- 
ticularly in the production of electric power. 

It has been suggested that several points should be made clear in the 
record: First, how much does it cost to produce power from an atomic 
reactor under present conditions? Is there any figure or estimate 
which you could give us? 

Mr. Nevsen. I would like to pass that on to Mr. Roddis. 

_ Mr. Roppts. Mr. Chairman, this area of the cost of atomic power 
isone where factual answers are extremely rare and hard to come by. 
Mr. Wurirren. We can realize that, but we want the best informa 
tion that is available at the moment. 

Mr. Ropprs. On a factual basis, there have only been three atomic 
plants operating. All 3 of these were experimental and 2 of the 3 
and I am including duplicates—were military plants. 

lhe cost of power from those plants, reckoned on any reasonable 
basis, is measured in terms of tens of cents per kilowatt-hour. I do 
hot think that is particularly germane to what the cost of power can 
bbe from a plant designed for commercial production. 

Estimates—and I emphasize that these are all estimates based upon 
various degrees of assumptions—generally cover the range from 
» mills to 50 mills per kilowatt-hour. 

Now, this is not a very helpful range. The lower end of it is very 
attractive, and the higher end of it is obviously completely out of 
reason, Even in that range you must know the underlying assumptions 
and the reason that Iam avoiding giving a precise answer to your ques- 
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tion is that the underlying assumptions which Mr. Zook touched upon 
briefly are always forgotten and the answer in mills per kilowatt-hour 
is the only thing that usually is remembered. 

I have taken the position, and I think all of us in the Commission 
have taken the position, that we do not know the cost of the power; 
that all studies that are made indicate that it has some very attractive 
possibilities and that if some of these assumptions work out, in fact, 
we have a new power source which clearly is competitive with con- 
ventional sources of power. Until such time as we have rooted out on 
a factual basis some of these assumptions, we cannot know for sure that 
the high hopes held will in fact be reached. 

Mr. Nelsen pointed out that for reasons that I am sure you can all 
appreciate the larger plants look more attractive first. This is true 
wet only, incident: illy, of atomic power, but it is equally true of coal., 

gas-, or diesel-fired plants. In other words, the larger the plant, the 
smaller the operating fraction and usually the smaller ¢ -apital cost frac- 
tion, and it is this point—the inability to give a sound engineering 
statement of what the cost of power will be from any given generating 
plant—which has led all of the REA borrowers and all of the private 
companies that have looked at this to realize that they cannot make a 
normal engineering-based banking loan or stock investment, and that 
they must consider other factors. 

Private industries have considered items such as experience and 
prestige. The public power bodies, including the REA, also considers 
those matters. 

We in the Commission have a mandate to develop atomic power. 
We, by law, are not permitted to subsidize an atomic plant once it 
has reached the point of passing the experimental stage, so the only 
way we can invest in plants is because they are experimental. 

Mr. Melon made this point clear: that our assistance is limited to 
those plants wherein there is a contribution to be made. We have 

received 3 very fine proposals from 3 REA co-ops. We are very 
pleased to have them and we are in the process of evaluating them. 
There are extremely complex problems, particularly for the public 
bodies which cannot take a true risk. We are attempting to main- 
tain the maximum incentive and I am pleased all three of the coopera- 
tives that have made proposals recognize our problems and work with 
us to get terms in their proposals which are equitable to insure they 
make their best efforts and we make our best efforts to insure that we 
will get the lowest possible cost for power. 

The estimates of the cost of power from the 8 REA proposers run 
in the neighborhood of 1 cent, or 10 mills. It is quite clear, there- 
fore, all three of these proposers realize that these first plants are not 
in themselves going to give any magic low-cost power. I think this 
is true of anybody “who comes into this business uninformed. They 
usually have heard the very low figure cited—which figures I firmly 
believe are achievable in time. 

But when they investigate what you can state on a factual basis, 
they realize the day of very low-cost power is not here. The en- 
thusiastic ones—and I am very pleased to note that three of our REA 
generating co-ops are numbered among them—then say, “Let us buckle 
down and try to help in bringing that day forward.” 
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That is the whole foundation of our reactor-research program in 
the Commission, and of the program which we have chosen to call the 
power demonstration reactor program, which these three REA pro- 
posals are included in. 


BENEFITS GAINED FROM MILITARY REACTOR PROGRAMS 


Mr. Wuirren. I know that this is beyond the knowledge of most 
people who are not technically trained, but under present conditions, 
is it not a fact that some of the nuclear materials are a byproduct of 
military operations, such as the making of atomic bombs and things 
of that sort? If you did not have material from that source, the cost 
would probably be considerably more than it is now; is that not 
correct ¢ 

Mr. Roppis. I do not quite understand your question, Mr. Whitten. 

Mr. Wurrren. Perhaps I can state it another way. 

In connection with the debate on the atomic energy bill, it was 
indicated that incident to Government operations there are a consid- 
erable number of byproducts which contribute to our research in the 
field of atomic power and which have contributed to the possibility 
of reaching at an earlier date the generation of power from that source. 

I am asking if the cost factor would be lower due to the fact that 
the Government is engaged in these activities with resulting byprod- 
ucts. Under present conditions that would not necesszrily be charged 
up asa part of the cost for the peacetime use of nuclear power. 

Mr. Roppis. Yes. Your using the term “byproduct” threw me off. 
If by “byproduct” you mean technical information, factual knowledge, 
already where we stand in civilian atomic power today owes a tre- 
mendous amount to the military reactor programs. In other words, 
the technology of reactors is not vastly different as between military 
and civilian reactors. The analogous situation, perhaps the one that 
I like to quote, is the status of the high-speed diesel engine in loco- 
motive propulsion. Those high-speed diesel engines were first devel- 
oped for Navy submarine propulsion back in the 1930s, or in the late 
twenties, and those engines were then applied, beginning in about 1933, 
to locomotives, and they drive almost all locomotives today. 

That same kind of byproduct in technology is quite clearly evident 
today in the atomic power field. 


QUANTITY, QUALITY, AND COSTS OF FISSIONABLE MATERIAL 


Mr. Wurrren. And through the huge amounts of nuclear material 
that the Government has used in those fields, doubtless you have 
learned a lot in the way of bringing together such materials; have you 
not? The source of supply has greatly improved so far as the quan- 
tity and quality are concerned? That also has contributed ? 

Mr. Roppts. That is another aspect of it. The cost of fissionable 
material has been reduced because of the terrific mass production of it 
incident to the weapons’ demand. 

Mr. Wurrren. I was interested in hearing Mr. Nelsen and Mr. Zook 
refer to the fact that the local cooperatives would doubtless not have 
authority to provide money for an untried source of power. Now, 
some funds might be made available in line with good business prac- 
tice, to go into this on an experimental basis whereby you people 
would be interested in putting up most of the funds. 
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AVAILABILITY OF RESULTS OF RESEARCH AND DEVELOPMENT 


I understand that the private utilities are working out arrangements 
with the Atomic Energy Commission for some of the same kind of 
research. Under present conditions would the results of that researc), 
be made available to the REA cooperatives under existing law, or 
would that be something that the REA cooperatives would have to deal 
with the utilities about ¢ 

Mr. Ropnis. If there are any atomic energy funds expended toward 
research and development, all the information from the total project— 
even though we may have only 10 percent of the financial support, as 
is the case with several projects of large variety—that information is 
available for the use of the Government and to anyone, both public 
and private bodies. 

Mr. Wurrren. That would be just one more research project and it 
would presumably be on a scale to serve a relatively small producer of 
power ¢ 

Mr. Roppis. That is correct. 

Mr. Wuirren. Whereas in the major utility fields you undoubtedly 
would be dealing with much larger quantities? 

Mr. Ropprs. That is correct. 

The second-round proposal was deliberately set up to get some small 
plants because we have some large plants in the first round. We 
limited the size into three rangers, five to ten, ten to twenty, and twenty 
to forty thousand kilowatts. We expected right up until the last 
moment perhaps there would be private as well as public bodies. 

One of the private bodies that we had expected to enter this, an- 
nounced shortly after not entering, that they were contemplating the 
construction of a very large plant and their statement on it was that 
although they were originally hopeful of entering the small plant 
area, the economics were just more unfavorable because of their smaller 
size and they felt that they could not do it. 


ANTICIPATED DATE OF ATTAINMENT OF OBJECTIVE 


Mr. Wurirren. I would presume during the experimental period 
any generating cooperative which supplied its power to a group of 
REA distributing cooperatives would of necessity have to keep its 
present generating capacity and its conventional system. How soon 
do you think it will be when we can look to this type of power as 3 
consistent source, or would they for many years have to keep a dual 
system ? 

Mr. Ropprs. You have a point on the unreliability of these first 
plants because they are experimental. You must provide backup 
power. 

The question with regard to time is a most difficult one to answer 
because what you are in fact asking me to guess on is the technical 
success of the experimental venture. Allowing that it takes some 5 
years between the inception of the idea, the approval of it, and the 
construction of the plant and the beginning of the operation of the 
plant, it does not appear that it will be less than 5 years. That is, I 
think, the minimum. A more reasonable time probably is some place 
on the order of 10 years. T have been in the research and development 
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business now for about 12 years, and I have seen forecasts wrong by 
at least a factor of 2 on both sides. 

Mr. Wuirren. We can appreciate that. We will not hold you 
tight to your estimate in the future. 


RESEARCH ON SMALL PLANTS 


Mr. ANpERSEN. May I ask a question? Is it my understanding that 
the large private utilities then are seemingly not interested in the 
research on small plants such as we have in ‘mind for the REA ? 

Mr. Roppis. Yes; I think that is a true statement. The only private 
utility plant that is in this small range at the moment is one that 
just rec ently announced a cooperative agreement between General 
Electric, who will pay for the reactor, and Pacific Gas & Electric who 
will pay for the turbine plant—an experimental plant in California. 

Mr. ANpersen. When you use the term “small,” what do you mean 4 

Mr. Ropprs. The one that I am talking about is 10,000 kilowatts. I 
used the term “small” to include anything less than 40,000. That is 
purely an arbitrary dividing line. Many people think of small in 
terms of 5,000. 

Mr. Anpersen. Would that indicate there is a field of research here 
in which some governmental body is entitled to delve? 

Mr. Roppts. And we are attempting to do that, sir. 

Mr. ANpersen. And from that viewpoint it is not out of the way to 
expect perhaps that the REA’s would be justified in heading up such 
research with the cooperation of the Atomic Energy Commission ‘ 

Mr. Roppis. This is what we are doing: Of the 7 proposals that we 
have received, as Mr. Nelsen indicated, 3 of them are from REA’s 
generating cooperatives, 3 from municipalities, and 1 a Reasenied 
university. 

FINANCING OF RESEARCH COSTS 


Mr. ANprERsEN. One further question: it would seem to me that we 
could not expect any REA, G. & T., or any regular REA association 
to bear the cost of this research. It would have to be in some w: ay 
spread over the entire country, and that, of course, would mean it 
should be in a definite, special appropriation by the Congress for that 
purpose. Would you not agree with me on that? 

Mr. Roppis. Well, at the present moment, sir—and of course this is 
contingent upon our acceptance of these proposals—but if we assume 
at the moment that one or more is accepted, in effect the research and 
development cost is spread. In this case it is spread through the 
medium of the taxpayer and is funded through the Atomic Energy 
Commission’s regular appropriation. 

Mr. Anpersen. The point that I want to bring out is that no REA 
association is in a position to accept the risk involv ed, and the bill 
in the final analysis would have to be footed by the Government. 

Mr. Roppis. It would seem that way. In the final analysis the bill 
must always be footed by 1 of 3 people; either by the taxpayer, by the 
stockholders, if it is a private company, or by the user. 

Mr. Anprersen. But you, I believe, have told this subcommittee 
that any knowledge gained as a result of this research is open to any- 
body interested. 

Mr. Roppis. Provided there are Government funds involved. 
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Mr. ANnvErSEN. If you have only $10 of Government funds? 

Mr. Roppis. That is the basis of all of our contracts with all com- 
panies. 

Mr. Anpversen. And that is in accordance with regular Government 
procedure; is it not ? 

Mr. Roppis. Yes. 

Mr. Wuirren. Following that up for a moment, from the stand- 
point of the Government, they might just as well pay the cost through 
the Atomic Energy Commission, as against paying part of it there 
and part through the REA at the national level. In both instances 
they are tax-supported agencies of the Government. 


AVAILABILITY OF NUCLEAR POWER ELECTICITY FOR CONSUMER USE 


How many places are there in the country where you are actually 
generating current which is being used by consumers? Have you 
reached that point ? 

Mr. Ropois. That is actually being used by an ultimate consumer 
as opposed to being used in our own installation ? 

Mr. Wuirten. That is right. 

Mr. Roppis. At the present moment, none. There have been some 
sporadic cases in the past where that has been done, but there is noth- 
ing active at the moment. 


NUCLEAR POWERPLANT IN RUSSIA 


Mr. Wuirren. My attention has ben called to the testimony of Mr. 


Ellis when he was before our committee. He said that a Member of 
Congress had recently visited a 5,000-kilowatt atomic-energy plant 
some 75 miles from Moscow, which was in actual operation. I do not 
know if you are familiar with that or not. Do you have any infor- 
mation ? 

Mr. Ropprs. I am not familiar with that statement. I have never 
seen the plant. I have seen some movies and have read some tech- 
nical works on it. 

We have had, and still have, similar plants in operation. The rea- 
son that I asked the qualifying question is this—we have been, and are, 
generating electrical energy in experimental plants which we are using 
within the plant. I honestly do not know whether the Russians have 
exported to a surrounding network on a steady basis power generated 
from this nuclear plant or not. It is by their own statement frankly 
an experimental plant with a price which is higher than conventional 
fuels. 

PROPAGANDA ASPECTS 


Mr. Wurrren. Many people say that the Russians are far ahead of 
us. I sometimes question that to be true. We are making substantial 
progress. At the present time, is it the belief of the Atomic Energy 
Commission that the power generated could be better used in your 
own operations as against, for propaganda reasons, distributing part 
of it to regular consumers and then turning around and having to 
buy your current from some existing plant ? 
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SALE OF EXCESS POWER INCIDENT TO EXPERIMENTAL OPERATIONS AS 
DUMP POWER 


Mr. Roppts. That is part of the problem. There are some other 
difficulties here, too. We have signed contracts with two utilites. 
They are municipalities in the region of our experimental submarine 
plant located on land for test purposes in upstate New York. We are 
prepared to distribute power at a very low cost. We are selling it as 
dump power. It is sporadic and available only from time to time. 
But we are having some problems up there associated with the legal 
aspects of transmission from where it is generated to the ultimate user. 

If there were appropriate propaganda value in distributing that 
power it would be possible for us to distribute it on a sporadic basis 
at times. 

Mr. ANDERSEN. I would like more specific information on those two 
plants. You say that you have a contract for the construction of 
those already let, or what? 

Mr. Roppts. No. The contract is with two municipalities who seek 
to buy under the preference provision of our act any excess power 
which might be generated incident to experimental operations of this 
plant in excess of that which we use ourselves. 

Mr. ANDERSEN. Where is the plant located ? 

Mr. Roppis. West Milton, N. Y., which is 18 miles northwest of 
Schenectady. 

Mr. ANDERSEN. You say that you are anticipating the furnishing to 
them of this very low cost power, dump power # 

Mr. Roppts. It is dump power. Its price is not based on its cost. 

Mr. AnpDERSEN. That is the point that I want to bring out. It 
actually is not low cost as yet from the production viewpoint ? 

Mr. Roppis. I emphasized its value is low. It is dump power and 
it has been priced at 3 mills per kilowatt-hour as of value. The cost 
of generating that power—and it is the submarine powerplant—is 
in tenths of cents. It is being generated anyhow for experimental 
purposes. 

Mr. Wurrren. By asking about the propaganda value, I did not 
mean to support any such position. I have little patience with that, 
though I do think that in the other half of the world we see evidence 
frequently of buildings and construction which clearly are for that 
purpose. 

Mr. Wurrren. Mr. Marshall. 

Mr. Marsuauyu. Mr. Charman, we were discussing a moment ago 
the approval of these plants. You mentioned, as far as the REA 
and these small plants are concerned, it has been narrowed down to 
three proposals. Is it the intention of the Atomic Energy Commis- 
sion to narrow those down to one, or to carry on the research that is 
necessary in more than one location ? 

Mr. Roppis. Mr. Marshall, I cannot forecast the action of the Com- 
mission in this matter. 


INTEREST OF FOREIGN COUNTRIES IN USE OF ATOMIC ENERGY FOR 
PEACEFUL PURPOSES 


Mr. MarsHatu. The President made a speech with which I heartily 
agree, because I think it is something that has a great bearing upon 
the future peace and security of the world. He talked about the 
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use of atomic energy for peaceful purposes. I think that has a far- 
reaching effect, not only on the people of this country but the people 
outside of this country. 

I would like to have your comment on that phase of it. 

Mr. Ropprs. Thank you, Mr. Marshall. 

First, I should like to say that I just returned from an extensive 
trip abroad, from many of these countries that are interested in the 
peaceful use of atomic energy, and I am very conscious of the im- 
portant place that this has. 

It is quite clear that these foreign countries are aware of two things: 
first, they are aware that most of their interests lie in the small plants, 
the very small powerplants, though each country has different prob- 
lems and some are interested in the large plants. It was knowledge of 
this fact which led us, among other things, to emphasize the small 
plant in our second round power-demonstration program last fall. 

So we are conscious of the interest of these foreign countries in 
powerplants of all sizes, including the small ones. 

The second thing that is quite apparent in discussing with repre- 
sentatives of these various governments these problems i is that they 
have some pretty sound power engineers who are not. fooled by esti- 
mates. They are perfectly eee of evaluating themselves the cur- 
rent status of atomic power which, as I indicated earlier, we have high 
hopes for but very little factual infor mation on. So the current efforts 
in the Commission are devoted to trying to obtain as much information 
as possible. 

In addition to the first round power-demonstration program, which 
has 3 large reactors, to the Commission’s basic 5-year program which 
has 1 large reactor and 4 small reactors under construction, to the 
second round program where we have 7 proposals. and to the an- 
nounced privately financed program, which now totals 5 firm projects, 
and in addition we have our military reactor program, taking all those 
together we have a very broad approach to the atomic-power problem. 


EMPHASIS ON SOLUTION OF PROBLEM OF LOW-COST POWER 


The incentive, of course, has to be on cost, and that is why we are 
working so hard on the power-demonstration programs to retain in 
the hands of the ultimate consumer, be he an REA generating co-op, 
or be he a private utility, the principal incentive to bring these costs 
down. 

We do not believe in the Commission that a large cost-plus program 
which might be the quickest is necessarily the best solution to the 
problem of low-cost power. 


ADVANCEMENT FROM RESEARCH AREA TO PILOT PLANT STAGE 


Mr. MarsHaryt. You have approached the point where you feel you 
are out of the test-tube area and you are getting to where you need 
to put something of a more physical nature into effect in order to 
improve your test-tube operations? Is that correct? 

Mr. Roppts. Yes. T think that is the best characterization of it. 
The name of our division is the Reactor Development Division. We 
do not consider ourselves to be in the research business: in other 
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words, in the test-tube business. We consider ourselves rather to be 
in the pilot-plant stage, which pilot plant in many cases is a full-scale 
installation. 


PLANS FOR FURTHER DEVELOPMENT OF PROGRAM 


Mr. Marswa.n. Realizing that, and realizing the fact that condi- 
tions that develop later will mean a change of design, as you get into 
the operation of the whole thing, it does have a very great bearing 
upon proceeding into the future as far as entering into contracts 
und so on is concerned 4 

Now, how does this progress¢ We will assume that the Atomic 
Energy Commission is about ready to step into the field and they are 
about ret ady to say, “We must build some atomic- energy pl: ints to prove 
whether we are ready or not to move into this field,’ What is your 
next step? You first determine that it is feasible to go ahead, and J 
presume that you are past that stage actually at the present time. 

Mr. Rovpis. First, we must get specific on each reactor because each 
one has somewhat different problems. The most experimental ones of 
all are ones that are fully Commission-financed. We recognize that 
there is no hope of that particular plant being economic; it 1s simply 
an experimental venture. ‘The next step, the pilot plant and the ones 
that you are talking about here, I can perhaps best put in the frame 
work by talking about the first round which we have taken some ac- 
tion on. 

For example, another publicly owned body, the Consumers Power 
District of Nebraska, has proposed to build and operate a turbo- 
generating plant if we build a reactor plant to furnish that steam. 
They will also operate the rea@tor plant. And substantially they will 
assume the operating risk of guessing wrong on fuel costs and the 
number of people required, if and when the Atomic Energy Commis 
sion and the manufacturer assume the risk of building the pk: int in the 
first place—the reactor end of the plant. 

That proposal was submitted last April to the Commission and 1 
was approved last September or October for detailed negotiations. 
We have a very detailed contract. These are quite unique contracts 
for Government contracts. They are in the final stages of negotiation. 
That particular plant is a sodium gr aphite plant. There is a small 
version of that now under construction in Los Angeles. The actual 
construction of the big plant was made contingent upon the completion 
and satisfactory operation of the small plant. Both we, the manu 
facturer, and the is utility felt we at least wanted the demonstra 
tion that it would in fact operate before embarking upon the large 
plant. That oper sikhe is now expected at the end of this year, so I 
would expect that, if our negotiation is satisfactory, we would be in a 
position to break ground next spring, or next winter perhaps, on this 
particular plant. 

Mr. Marsuarn. Having the pattern of that and the fact that this 
committee is charged with the responsibility for making appropri: 
tions for the REA program, are we to assume then if a selection is m: a 
pon the one or more, vour next step then is to negotiate with the RE. 
people? Is that done through REA at that stage? 

Mr. Nevsen. It is a liaison operation. As I stated, we have our 
people with security clearance working with the Atomic Energy Com- 
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mission and calling attention of their people to the needs of the REA 
program, fully realizing that the technical information is completely 
in their hands. By that arrangement we can tell them what we need 
and in turn take advantage of ‘their technical people. Then the pro- 
posal of the cooperat ive for their experimental reactor is made to the 
Atomic Energy Commission and they in turn review the application, 
and the minute they approve that application we in turn make the 
loan for the conventional type and put the two together. 


LACK OF NEED FOR RESEARCH PROGRAM IN REA 


There is one point that I would like to make clear and that is 
this: Congressman Andersen suggested heading up research in REA. 
I assume what you meant was this: It is your “hope that by working 
with the Atomic Energy Commission research capital is available to 
the REA program that would be financially detrimental to a distri- 
bution co-op if they had to carry it alone, and we agree with that 
position. We feel that there should be some experimentation fur- 
nished by the Atomic Energy Commission to assist the co-op in build- 
ing these 2, 3, 4, or whatever the number may be, experimental reac- 
tors thr oughout the country. 

The Atomic Energy Commission in turn will have the guinea pig 
on which to work and can determine how best you can develop a small 

‘apacity sized plant. 

Mr. Marsnatx. If I understand this correctly, the Atomic Energy 
Commission also agrees on that ? 

Mr. Netsen. We haye no disagreement whatsoever. 

Mr. Marsuaty. There is no disagreement. You recognize that you 
need to have some facilities whereby yeu can put this into effect and 
you recognize that the experimental cost of it is going to be above 
what the REA group would be paying and you are ‘willing to go 
in and assume that on a cooperative basis ? 

Mr. AnpersEN. At that point, we certainly recognize that it would 
be foolish for this Government to ask two brother or sister agencies 
to engage in the same sort of research. In the first place, the Atomic 
Energy “Commission is able to conduct the research. They have the 
men and the brains. The point that I want brought out is, through 
proper liaison with Mr. Nelsen’s organization we in the REA can 
obtain specific advantages for the people of America through the REA 
associations from that } particular research, based upon small enough 
plants todo what we want done. That is our purpose. 

Mr. Marsnart. J do not believe at any time this committee has ever 
indicated that the REA should set up a research organization. 

Mr. ANpersEN. Mr. Nelsen made that plain this morning. I am 
glad that Mr. Nelsen brought that out—the splendid liaison : between 
the REA and the Atomic Energy Commission. I am glad to see that 
friendly atmosphere existing. 

Mr. Marsnaut. You have these nine trained men, Mr. Nelsen, who 
have clearance to work with the Atomic Energy Commission ? 

Mr. NELsEN. Yes. 

Mr. Marsuaty. And they are available to work on this contract with 
the REA? 

Mr. NELsEN. Yes. 
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RECENT ACCIDENT DURING PLANNED EXPERIMENT IN IDAHO 


Anpersen. Can you tell us something about the recent acci- 
dent in Idaho? How long would a rural system be out of operation 
if it depended upon a reactor and such an accident occurred / 

Mr. Roppts. That accident took place during a planned experiment. 
The reactor was not in normal power generating status. The coolant 
was removed from it and many of the control circuits were bypassed 
to permit the experiment to be performed. The accident occurred as 
most accidents do, through a personnel error. That reactor has been 
out of service now for something over 4 months, and it will be at least 
4 more months before it is restored to service, if we elect to restore it 
toservice. Wemay not doso. It is an old reactor and the particular 
information we may be able to obtain better in other ways. 

This returns to the point the chairman made earlier, that any ex- 
perimental plant should not be counted upon as the source of firm 
power. I would be in hopes that this type of an accident would not 
occur, but any user must face the possibility that it does occur. Nor- 
mally such accidents, although time-consuming to clean up after- 
ward, are not hazardous in the sense of having hurt anybody. 

Mr. ANpDERSEN. Now as to the possibility of such occurring when a 
great REA system depends upon the one plant; of course the preven- 
tion of such accidents in the future is a part of your experimentation, 
is it not? 

Mr. Roppis. We have an extensive program under way on this spe- 
cific point, but we cannot get around human beings. 

Mr. Tammaro. On this particular point, the kind of a plant experi- 
ment at this place in Idaho would not be the kind that would take 
place in this REA thing. 


CRITICISM CONCERNING ILANDLING OF APPLICATIONS IN CIVILIAN POWER 
FIELD 


Mr. MarsHauy. Mr. Ellis was before this committee. He made some 
comments which I think it might be well to read into the record at 
this point. He said: 

I would like to stress this fact: I have this one point and that is all. We be 
lieve, and we have a study team approved by the Atomic Knergy Commission, and 
I am a member of it, and several other people present are members of it, and 
we do not have really an atomic-energy program in this country. We have 
appealed to the proper committee to revamp AEC, and to set up a real civilian 
Atomic Energy Division. We are still having to compete with the military down 
there and still cannot get the proper help out of the Atomic Energy Commission 
in working on the applications which we have filed and on applications which 
we would Jike to file. 


Then commenting further he said: 
We would like to see this committee— 
that is the committee here— 


do something that I believe it has done all the time, and that is to direct, or put 
in such language as would have the effect of directing the REA to really move 
into this field and help us explore. It is helping, but not enough. 


Now, do you gentlemen have anything to say about that? 
Mr. Ropois. I do not know what he has reference to in regard to 
applications. We have in the Division of Reactor Development dif- 
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ferent branches. One of the five is charged with civilian power, one 
with naval, one with air, one with Army applications. The fifth 
branch is engineering development and is charged with general prob- 
lems common to all, such as chemical processing, special material pro- 
curement, and matters of that nature. So, to that extent I feel that 
we have in our development area an organization definitely charged 
with, and certainly receiving our full support in the civilian power 
field. ' 

In addition to that, the Commission has a full division reporting 
directly to the general manager charged with the mechanism of civil- 
ian applications. This division, however, is centered around the non- 
governmental supported business, and it is that division, for example, 
that handles the access permits. 

There are 15 REA’s and the NRECA, a total of 16 organizations, 
that have access permits to obtain information. The mechanics them- 
selves are handled by the Civilian Applications Division. I honestly 
do not know what he has reference to when he says he is having diffi- 
culty in having applications handled. 

Mr. Marsuatu. The chronological statement made by Mr. Nelsen 
awhile ago indicates they have been anticipating action for approxi- 
mately a year. Do you feel that you have expedited the work in 
rhese small plants that we are talking about as rapidly as possible? 

Mr. Roppts. I can only speak for myself and my Division. We have 
certainly considered them a most important item and have worked 
very hard. This is a somewhat difficult item, but we have under con- 
struction other small powerplants in addition to those we have been 
talking about today. 

Our total effort in the small powerplant field is not focused entirely 
on this, and the information as to other plants is fully available. The 
reactor plant that Mr. Keen’s group is considering is quite similar to 
one under active construction at Oak Ridge, which should go into 
operation this spring. 

We call it the homogeneous reactor experiment No. 2. It is the 
second one. Mr. Keen’s plant is different from this in several major 
respects. It is not a duplicate, but it leans heavily upon both homoge- 
neous reaction experiment No. 1 and homogeneous reactor experiment 


No. 2. 


CASE HISTORY OF PARTICIPATION OF WOLVERINE G. AND T. COOPERATIVE IN 
REACTOR PROGRAM 


Mr. Keen. I would like to go on record here with the statement that 
will give you the value of this as we see it in Michigan. Perhaps in 
doing that I should go back to give you our history in the rgactor pro- 
gram. I will try to give you the information as well as*it can be 
expressed by us. 

We started actively in the reactor program in February of 1955. 
We received our facility clearance from the Atomic Energy Commis- 
sion, the personnel clearance, in May of 1955. 

Mr. MarswHatn. Which was over a year ago. 

Mr. Keen. It has been less than a year, but during these few months, 
in less than a year’s time, we have prepared a proposal and submitted 
it to the Atomic Energy Commission for a homogeneous reactor plant 
of small size, 10,000 kilowatts. That was delivered to them about 
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February 1, 1956. Our organization is small. We have under our 
control an engineering firm that has one chemical engineer in its 
organization. Iam, myself, an electrical engineer. We have another 
electrical engineer on our staff, but with this meager staff, in less than 
a year’s time, we were able to receive from the Atomic Energy Com- 
mission all the necessary data we required to submit this proposal to 
them, and in our personal estimation we think it is a very, very good 
proposal. 

That will perhaps show you the cooperation that we have received 
from the Atomic Energy Commission in this very short period of time. 
[ know without the cooperation we have had from them it would have 
been absolutely impossible for anyone to even approach a proposal 
in the way we have presented it to them. 

Mr. MarsHatu. Now, Mr. Roddis, has it been your experience that 
it is more difficult to work with the REA than the private power 
people ¢ 

Mr. Roppts. Heavens, no, sir. We have worked with both public 
and private bodies for several years. The big difficulty with all of 
this—and they are all alike in this—is there is an educational period 
which everybody coming into this business new has to go through with. 
There is new language to be learned. That is one of the difficulties. 
There is a focus to obtain on things—trying to sort out the fact from 
the fanciful statements. 

I was quite impressed the other day by an REA group that came in 
from down in Texas. They had only had an access permit for a very 
brief time; I do not remember for how long. I was quite surprised 
at the down-to-earth knowledge they all had. We had a very good 
meeting with them. Their conclusion was that they did not at the 
present moment want to embark upon a nuclear plant; rather, they 
wanted to study this matter for a year or so. I believe that they went 
over and talked to Mr. Nelsen in the afternoon. Certainly, we have 
no feeling whatsoever that either the public or the private bodies have 
wny preference. 

Mr. Newsen. I think that we need to keep the record straight, 
The REA is not a public body. It is owned by the farmers, but it is 
sometimes associated that way. 

Mr. Roppis. They are cooperatively owned. 


SUGGESTION CONCERNING NEED FOR IMPROVED WORKING RELATIONSHIP 
BETWEEN REA AND AEC 


Mr. Marswauu. Mr. Ellis indicated that he thought this committee 
ought to take some further action to see that you cooperated more 
with the Atomic Energy Commission. What is your view? 

Mr. Nersen. I think that the record speaks for itself. We have 
no complaints from the prospective cooperatives that wish to con- 
sider an application for an atomic energy plant. If anyone wishes 
al access agreement we assist them with it, and they have had no 
difficulty. I think that a surprising percentage of those that have 
worked on an experimental reactor are apparently scoring, and we 
think that things are going along fine. 

[ believe, and I have always contended, that the Atomic Energy 
Commission is a sister agency of the Government. They should 
make available to us everything they have and we should make avail- 
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able to them everything we have, and the function that the REA 
performs in the generating plant is no different than was performed 
20 years ago. We are clearing our people and working with the 
Atomic Energy Commission, and they are helping us also, so we fee] 
that we are doing all right. 

Mr. Marsuatu. You feel that even though it has been over a year 
since these REA’s made the’r applications you have moved along as 
expeditiously as you possibly could? 

Mr. Neusen. I think the best answer to that would be that if a 
year’s time had gone by, there are certain things that the cooperatives 
themselves have been getting into that nobody but themselves could 
get into. It takes time, and it is seldom that you can even get a 
conventional plant through the mill in a year’s time. There are so 
many details to work out. You cannot rush into a $10 million or 
$5 million operation just blindfolded. You have to know where you 
are going. 

Mr. Marsnaru. This committee is extremely zealous to try to pro- 
tect the interests of the REA’s. 

Mr. Netsen. So is the REA. 

Mr. Marswati. We appreciate that. Is there anything that the 
committee should be doing that the committee is not doing? We 
would expect to have some suggestions from you. 

Mr. Netsen. We want to express to your committee our apprecia- 
tion and thanks because I think we must say in gratitude that I know 
of no program in Government that has had such widespread support 
and such great cooperation from the Members of Congress as has the 
REA program. I think that can be said without contradiction. We 
have never found anything we needed that we did not get, and we have 
tried to justify the confidence and support of the Congress to do the 
job that ought to be done. I think that we all feel good about it. 

Mr. Kren. As an operating cooperative, we are constantly faced 
with a 10-year expansion program. We have to forecast our require- 
ments 10 years ahead of time. That to me is routine. Less than 
a year ago we worked on this atomic energy program to bring it up to 
where we are today. To me that is a remarkably short period of time 
for a conventional program. We expect at least 2 years of our own 
work on a conventional program of the same magnitude. 

Mr. Marswatu. Thank you very much. 


ADEQUACY OF RURAL ELECTRIFICATION ACT 


Mr. Narcner. Mr. Nelsen, as I understood your statement, the 
Rural Electrification Act covers completely this new program that we 
have underway, and is sufficient in every respect to take care of the 
need at the present time; is that correct ? 

Mr. Netsen. That is correct. 

Mr. Natcner. You will recall last year we went into detail some- 
what on the loan that was made down in Kentucky to the East Ken- 
tucky Rural Electric Cooperative Corp., of Winchester, Ky. By the 
way, Mr. Nelsen, that was a great project and certainly is appreciated 
by the people in my home State and my section of the United States. 

The amount of that loan, according to the figures that you sub- 
mitted, totaled $13,397,839, and the plant has a capacity of 110,000 
kilowatts. 
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Now, from the standpoint of the amounts and the loans, Mr. Nelsen, 
assuming that a nuclear reactor is located in one of the rural co-ops 
in the United States, have you gone into the matter of the amount 
and the matter of loans? How would it compare with this East 
Kentucky Rural Electric Cooperative loan ¢ 

Mr. Neusen. The Rural Electrification Administration’s approach 
toa generating plant would be very much the same as any conventional 
plant at this stage of the game. It is our feeling—and there is no 
contradiction to that point in the Atomic Energy Commission—that 
the reactor part of it 1s pretty much an experimental process at this 
time, and it is one that the Atomic Energy Commission is under- 
writing and picking up, shall we say, the experimental tab on, feeling 
that they have an opportunity to develop a small capacity generating 
plant and that it will be of some value to them. 

[f we were to consider it purely on the basis of the investment in an 
atomic energy plant, it would probably be too great on the kilowatt- 
hour cost, too high at this stage of its development, so we just go as 
far as we would ordinarily do with an ordinary plant, and then take 
the work of the Atomic Energy Commission that they are doing along 
with some of the experimental processes and capital. This is the way 
it has been figured out. 

Mr. Natcuer. Mr. Nelsen, I point out this particular rural electric 
cooperative because, if it is not the largest, it is one of the largest in 
the United States in the REA. 

Mr. Netsen. Yes, sir. 

Mr. Natcuer. That is the reason I pointed out this particular one 
to you, but I am just wondering under the REA authorization just 
how far you could go with loans at the present time. 

Mr. NELsEN. We can go only as far as the lowest cost power would 
permit us, which would be conventional power at this moment. 


COST ESTIMATES ON PROPOSALS UNDER CONSIDERATION 


Mr. Roppts. Could I perhaps enter the cost estimates on the three 
proposals we have? 

Mr. Narcner. Yes. 

Mr. Roppts. I would like to point out to you that these are the esti- 
mates in the original proposal, and they may be adjusted slightly 
upward or downward in the course of the correspondence and in the 
course of the negotiations. The local cooperative power association 
plant at Elk River, Minn., is designed to produce 22,000 kilowatts of 
electric energy. The estimated cost of the reactor portion, not in- 
cluding the gas-fired superheater is $3,760,000. 

The estimated cost of the turbogenerator plant is $2,428,000. The 
estimated cost of the reactor power per kilowatt is $281, or a total cost 
of $6,185,000. 

_The Wolverine Electric Cooperative plant at Hersey, Mich., is de- 
signed to produce 10,000 kilowatts. The estimated cost of the reactor 
plant is $2,486,000, and of the turbogenerator plant the estimated cost 
18 $1,088,000. The total estimated plant cost is $3,574,000, and the total 
cost per installed kilowatt of power is $357. 

The Chugach Electric Association Plant at Anchorage, Alaska, has a 
designed capacity of 10,000 kilowatts. The reactor plant is estimated 
to cost $5,500,000 exclusive of design costs. The turbogenerator plant 
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is estimated to cost $1,850,000. The total plant cost exclusive of the 
reactor design is $7,350,000, or a total cost per kilowatt of $735. 

Those prices are in contrast to Mr. Nelsen’s earlier statement of the 
cost of a conventional steam plant, which, I believe, as I remember, 
he mentioned was something like $250 per kilowatt. 

Mr. Zoox. At the east Kentucky plant they are installing a 66,000- 
kilowatt unit, making a total plant capacity of 110,000 kilowatts. 

Mr. Netsen. The largest turboplant in the world in the cooperative 
systems is at the Kentucky plant which Mr. Natcher was talking about. 

Mr. Zoox. The unit being installed there is estimated to cost $125 
per kilowatt as against the $281 which Mr. Nelsen mentioned. 

Mr. Narcuer. Thank you very much, gentlemen. 

Mr. Marsuaty. Mr. Andersen, do you have any questions ? 

Mr. AnpversEN. I have no questions, Mr. Chairman, but I just want 
to state that I believe this subcommittee has had presented before it 
this morning a great volume of very valuable information, and I per- 
sonally feel that there is no question but what we are on the road to 
success in this field. 

Thank you, gentlemen. 

Mr. Marsuary. Mr. Horan. 


TIME REQUIRED FOR ACCOMPLISHMENT OF OBJECTIVE 


Mr. Horan. I have listened with a great deal of interest to all of 
this testimony. Has it been established that it is your feeling that 
within 10 years we may have licked this problem ? 

Mr. Roppis. That is the second most difficult question that we have to 
answer. The most difficult is how much it will cost. I would nor- 


mally make a guess that it would take from 5 to 15 years in order 
to accomplish this. 

I feel certain it cannot be done in less than 5 years. It seems to 
me that if it takes longer than 15 years to do this in our American 
economy that all of us should be doing something else. 


LEGAL POSITIONS OF REA AND AEC 


Mr. Horan. Have we also established the legal position of the 
REA, which is required to require feasibility studies to be made on 
all applications, and, secondly, the AEC legal position, which is 
that they are not authorized by existing law to subsidize commercial 
operations ¢ 

Mr. Roppis. I was going to suggest that I ask Mr. Morrison to 
enter into the record the pertinent parts of our act which apply to 
this. The question was asked at the beginning of the session about 
having entered the pertinent parts of the act, having them included 
in the record. So, if I may ask Mr. Morrison to put them in the 
record, I think it would be worth while. 

Mr. Morrison. I shall be very glad to do that, Mr. Chairman. Do 
you want me to read them into the record now or submit them for 
the record ? 

Mr. Marsuat.t. I believe it would be better to just insert them in 
the record at this point. 

(The matter referred to may be found on p. 1563.) 





1615 
ADDITIONAL LEGISLATION REQUIRED 


\ir. Horan. It is true, then, that under existing law, if we desire 
to venture into a working arrangement between AEC and any given 
REA cooperative, that that would require additional legislation ? 

Mr. Netsen. I think that there would be some limitation on the 
Atomic Energy Commission as to just how comprehensively they 
might approach this problem, but there is justification for a reason- 
able number of plants on an experimental basis for the purpose of 
developing the techniques necessary to finally establish a leveling out 
process. I think that is about where they would be restricted. ‘They 
just cannot legally get a definition of what is an experimental plant, 
but as long as the plants are frankly experimental plants, we would 
have no legal problem, but we would, of course, have the usual budget 
problem involved. 


SALE OF DUMP POWER AS DISTINGUISHED FROM SALE OF FIRM POWER 


Mr. Horan. As I recall, when we amended the original act, we made 
it permissible for AEC to sell dump power. 

Mr. Roppis. Yes, sir; that is true, and we can still sell dump power 
and are doing it. 

Mr. Horan. Then in order to sell firm power, it would require addi- 
tional legislation ? 

Mr. Roppis. That is my understanding, Mr. Horan. 

Mr. Morrison. As to the sale of dump power but not firm power, 
that is not quite the distinction that the act draws. 

Section 44 of the Atomic Energy Act of 1954 authorizes the Com- 
mission to dispose of energy produced at production facilities of the 
Commission, or produced in experimental utilization facilities of the 
Commission. 

It prohibits the Commission from engaging in the sale or distribu- 
tion of energy for commercial use, except such energy as may be pro- 
duced incidental to the operation of research, development, or pro- 
duction facilities. 

Mr. Horan. Aside from the cost which is, of course, considerable, 
do you feel at this time that you do have reactors that would do the 
work in the field of supplying firm power to a continuing operation 
like the distribution of electric energy ? 

Mr. Roppts. No, sir; I would not recommend yet that any utility 

or corporation, public or private, venture on this on the basis that the 
first reactor plant is to be counted on as a firm power source. The 
reason for this is directly tied up with what might happen. In order 
to count on a thing as firm power, you must have some experience 
with it, and we do not have that experience as yet. It is simply a mat- 
ter that we do not like to depend on something that is untried up to 
this time. 
_ Mr. Horan. I share with the rest of the committee the hope that 
in the not too distant future we will have some nuclear power that 
we can depend on, and we hope that we are moving in an orderly direc- 
tion to achieve that. That is the reason I have asked these questions, 
because I wanted to sum up some conclusions and meaning from this 
very interesting testimony that we have had here today. 

That is all; thank you. 
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Mr. Marsuatu. Mr. Vursell. 

Mr. Vursewt. I believe the questions that I had intended to ask 
have been rather well covered, so I will not ask any further questions 
of these gentlemen at this time. 

Mr. Marsuauy. Mr. Tammaro, a moment ago, you wanted to make 
some comment, I believe. 

Mr. Tammaro. I think it was in connection with the matter of talk 
ing about competitive economic power. It all depends on what you 
mean by that. If we are taking the average cost of power in this 
country as 7 mills per kilowatt- hour, that is one thing. On the other 
hand, we can achieve competitive economic power in Alaska very 
much faster, for instance, than we can in this country where the cost 
is lower. 


POSSIBLE EFFECT OF DEVELOPEMEN'T OF NUCLEAR POWER ON COLUMBIA 
RIVER POWER DAMS 


Mr. Horan. I wrote to Commissioner Sumner Pike as much as § 
or 10 years ago; I asked him how soon the power dams on the Co- 
lumbia River would become obsolete because of nuclear power and he 
replied very courteously, and the letter received some publicity at 
the time, that he felt it would be within 25 years from that date, which 
would fit in with your 15-year overall estimate now. Even then it 
would probably be utilized in areas such as Los Angeles or othei 
places where hydroelectric power was not then available. We feel 
that the law of gravity is a law that is very handy to have around, 
as well as fissionable materials, the more we continue to pay for our 
dams and amortize our costs, that the water will continue to run 
down hill to the ocean, and it will be some considerable time before 
our hydroelectric energy on the Columbia River becomes obsolete. 

Meanwhile, it is helping to develop atomic energy for people else 
where. So we are rather proud of that watershed which we try to 
protect and progressively develop. 


APPLICATIONS FROM HIGH-COST PRODUCING AREAS 


Mr. MarsHaun. It is interesting to note that these applications that 
have come in have come in from REA’s in high-cost producing areas, 
and certainly that is a factor which enters into it and I am glad that 
you people are taking that into consideration. 

I want to thank all of you for appearing before the committee this 
morning. This committee has had many questions on this matter 
and appreciate the infromation you have furnished. 

Thank you, gentlemen. 





Turspay, May 1, 1956. 
AGRICULTURAL RESEARCH SERVICE 
AMENDMENTS TO BupGET FoR 1957 


WITNESSES 


ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 

DR. B. T. SHAW, ADMINISTRATOR, AGRICULTURAL RESEARCH 
SERVICE 

DR. M. R. CLARKSON, DEPUTY ADMINISTRATOR FOR REGULATORY 
PROGRAMS, AGRICULTURAL RESEARCH SERVICE 

DR. B. T. SIMMS, DIRECTOR, LIVESTOCK RESEARCH, AGRICUL- 
TURAL RESEARCH SERVICE 

DR. W. L. POPHAM, DIRECTOR, CROPS REGULATORY PROGRAMS, 
AGRICULTURAL RESEARCH SERVICE 

H. A. DONOVAN, SPECIAL ASSISTANT TO ASSISTANT ADMINISTRA- 
TOR FOR MANAGEMENT, AGRICULTURAL RESEARCH SERVICE 

M. W. WHITE, CHIEF, REAL ESTATE DIVISION, OFFICE OF PLANT 
AND OPERATIONS, OFFICE OF THE SECRETARY 

MARK M. KIRKHAM, CHIEF, BUDGET BRANCH, AGRICULTURAL 
RESEARCH SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OF- 
FICER, DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. The committee will come to order. We shall give 
consideration to the two amendments to the budget. In that connec- 


‘ion L want to introduce in the record the communication from the 
President submitting these two items. 
(The information is as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 18, 1956. 
Che PRESIDENT, 
The White House. 

Str: I have the honor to submit herewith for your consideration proposed re- 
visions. of the 1957 budget for the Departments of Agriculture and the Interior, 
involving a total increase of $29,415,000, as follows: 


DEPARTMENT OF AGRICULTURE 
AGRICULTURAL RESEARCH SERVICE 


Original 


estimate Change to Increase 


Heading 


Salaries and expenses: Plant and animal disease and | 
pest control. ioc " ‘ ---| $21, 200,000 | $23,700,000 | $2, 500, 000 


Until recently, a cooperative Federal-State regulatory and control program 
had been successful in confining gypsy-moth infestation to the New England area 
and to a narrow strip in eastern New York. Results of surveys completed during 
recent winter months, however, show that hurricane winds of 1953 and 1954 
brought about a serious dispersion of the pest into areas not before infested. 
This poses a threat to the Nation’s extensive hardwood forests to the south and 
we st. 

Under date of April 11, 1956, the President transmitted to the President of the 
Senate a proposed supplemental appropriation of $500,000 for the fiscal year 
1956 to initiate an intensive control program, in cooperation with State and local 
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agencies, aimed at eventual destruction of the pest. The proposed increase of 
$2,500,000 in the fiscal year 1957 appropriation is needed to carry on this pro- 
gram in that year. 





Budget| 











| 
. Original | 5 7 eee 
page Heading estimate Change to Increase 
| 
363 


| 
| Animal disease laboratory facilities.__- 0 | $18,915,000 | $18, 915, 000 
(Following the bracketed paragraph at the end | 
| of the page, insert the following:) 
| For an additional amount for “Animal disease 

laboratory facilities’, for establishment of such facili- | 
| ties at Beltsville, Maryland, including construction, 
| $18,915,000, to remain available until expended. 

| 








In June 1955, the major laboratory facilities of the Department of Agriculture 
in Washington, D. C., at Auburn, Ala., and at Denver, Colo., for research on 
animal diseases were closed. This action was taken because of the lack of safe 
guards to protect laboratory workers from the hazards of infection, to protect 
workers in other parts of the buildings, and to protect experiments from cross- 
contamination. 

An appropriation of $250,000 was made in the Supplemental Appropriation 
Act, 1956, for surveys, plans, and specifications for alterations and construction 
to provide needed laboratory facilities. Preliminary plans now have been pre- 
pared and $18,915,000 is needed for detailed plans and specifications, for altera- 
tions of some existing facilities, and for construction of new laboratory facilities, 
all at Beltsville, Md. 













GENERAL STATEMENT 


Mr. Wuirren. We would be glad to have such general statement as 
you might care to make with respect to these items, Mr. Peterson. 

Mr. Pererson. Thank you, Mr. Chairman and gentlemen of the 
committee. 

Mr. Chairman and gentlemen of the committee, we are proposing 
two budget amendments for the fiscal year 1957. 




























GYPSY MOTH PROGRAM 


The first budget amendment of $2,500,000 is under the appropr la- 
tion, “Salaries and expenses, Agr icultural Research Service,” and | 
requested to permit us to cooperate with State and local agencies in 
controlling spread of the gypsy moth. This would provide a total of 
$3,045,200 for the control of this pest, and would be an increase of $2 
million over the amount proposed for fiscal year 1956. For fiscal 
year 1956, a supplemental estimate of $500, 000 has been submitted to 
Congress which would increase the funds available from $545,200 to 
$1,045,200 to initiate an expanded spray program designed to elimi- 
nate gypsy moth infestations in Michigan, Pennsylvania, and New 
Jersey, and to push back the infestation in New York State. 

The gypsy moth is a serious pest of forest, fruit and shade trees, 
and ornamentals. Until recently, the cooperative Federal-State regu- 
latory and control program had been successful in confining infesta- 
tions to the New England area and a narrow strip in eastern New 
York. During the past two seasons, however, surveys have disclosed 
a spread of this pest in southeastern New York with extensions into 
northern New Jersey and eastern Pennsylvania. The gypsy moth isa 
potential threat to hardwood forests throughout the eastern half of the 
United States. 

Because of the importance of the problem and the widespread inter- 
est in it, the Agricultural Research Service invited representatives of 
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State departments of agriculture, plant boards, and conservation de- 
partments to a meeting 1n Washington on March 5 to discuss the situ- 
ation and formulate conclusions which would be helpful in guiding 
future programs. The group expressed the need for some immediate 
adjustments in the program to eliminate the moth from the areas re- 
cently infested and to work toward ultimate eradication from all in- 
fested areas. The group agreed that the techniques and procedures 
that have been developed during the course of Federal-State cooper- 
ative programs in recent years will accomplish eradication if applied 
on an adequate scale. 









STATE PARTICIPATION IN PROGRAM 












It is expected that in the aggregate the States will share in the over- 
all cost of the expanded program on about a 50-50 basis. The extent 
of responsibility resting with individual States will be worked out in 
joint conferences, giving appropriate recognition to values at stake 
in relation to the size of the area needing treatment, and the immediate 
benefits to be realized in the way of protection to woodlands, parks, 

' and recreational areas. 

For the past several years the States have been spending approxi- 
mately $2 million annually, primarily for the protection of high value 
timber and recreational resources. During this time the Department 
has been concerned primarily with the enforcement of the Federal 
quarantine and other functions designed to prevent the spread of the 
pest to other areas. This has involved assistance in the eradication of 
outlying areas of infestations in New Jersey, Pennsylvania, eastern 
New York, and more recently Michigan. 

The gypsy moth now infests some 35 to 40 million acres, of which 
about 834 million acres have been added as a result of the spread that 
has occurred during the past 2 years. The current cost of spraying 
by airplane is about $1 per acre. The proposed budget amendment 
would permit stepping up the spray program to a rate which will 
permit the initial treatment of all known infestations in a period of 
about 8 to 10 years. 

Dr. Clarkson and Dr. Popham are here to give you further details 

' regarding the program and to answer your questions regarding it. 




























ANIMAL DISEASE LABORATORY FACILITIES 





The second budget amendment of $18,915,000 is for the establish- 
ment of animal disease laboratory facilities at Beltsville, Md. 

This increase is principally for the establishment of new facilities. 
However, $350,000 is for alterations of present facilities, such as build- 
ings, barns, and pens, which would be converted into shops, quarters 
for producing small and large animals, and introductory quarantine 
space, 








NECESSITY FOR DISCONTINUING CERTAIN LINES OF WORK 











_We are making this request because it has been necessary to discon- 
tinue all animal disease research and related diagnostic work in Wash- 
ington, D. C., and all work on diseases communicable to man at Au- 
burn, Ala., and Denver, Colo. This action has resulted in the cur- 
tailment of much important work and the suspension of other lines 
of research because of the lack of suitable space. 
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I would like to review the circumstances leading up to this action. 

Through the years, much of our laboratory wo a on animal diseases 
has been conducted in Washington, in the east wing of the main 
Agricultural Building. This building was constructed in 1905. Lab- 
oratories were set up to house research and regulatory workers who 
were searching for ways to eradicate diseases “then threatening our 
livestock industry. At that time, these facilities were considered 
adequate. 

Since then, disease after disease has been added to our investiga- 
tions. For the last 50 years, tissue containing unknown diseases has 
been sent to these laboratories for diagnosis. In fact, the east wing 
has been the central laboratory clearinghouse for all our animal dis- 
ease eradication, meat inspection, and animal quarantine work in the 
field. 

As the workload increased, laboratories were divided, partitions 
installed, and space and equipment used for multiple purposes. Addi- 
tional scientific personnel had to be crowded into the limited quar- 
ters available. 

Both scientists and research administrators were aware of the in- 
adequate facilities. They had no alternative in the face of the in- 
creasing number of diseases plaguing our livestock and the added 
regulatory responsibility placed on them. 

Approximately a year ago, questions were raised with Dr. Shaw 
concerning the possible hazards to human health involved in work- 
ing in these laboratories. After full consideration, Dr. Shaw decided 
to have an investigation of the east wing facilities by a group of com- 
petent scientists from outside the Department. The inspection was 


made by Dr. LeRoy Fothergill, of Camp Detrick, Md., Dr. William 
H. Feldman, of the Mayo Foundation, and Dr. Byron J. Olson, of the 
National Institutes of Health. Dr. Feldman is a veterinarian, and Dr. 
Fothergill and Dr. Olson are physicians. All three are actively en- 
gaged in directing research on communicable diseases. 


REPORT OF INVESTIGATING COMMITTEE 


The committee submitted its report of the investigation on June 28, 
1955, a copy of which is available for your use. In submitting the 
report the committee made the following statement : 


Current conditions in this antiquated building are such that all individuals 
working in the laboratories, as well as all those using the corridors as public 
passageways, are subject to possible exposure to all agents being worked on in 
the laboratories. 

The committee has directed much thought to devising procedures designed to 
ameliorate the conditions found but are of the firm opinion that such efforts 
would be trivial and temporizing. The basic building structure is not adaptable 
to modifications necessary to provide modern safety measures. 


After careful study of this report and consultation with me, Dr. 
Shaw on July 1 suspended all activities on diseases transmissible to 
man and shortly thereafter closed the entire disease facilities in the 

east wing. 

The committee’s report on the Washington facilities brought the 
realization that our other facilities for animal disease work at Belts- 
ville, Md., Auburn, Ala., and Denver, Colo., were equally vulnerable. 
We knew they were old, crowded, and generally inadequate. 
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The work at Auburn began 18 years ago and includes work on para- 
‘uberculosis. In these studies, tuberc ulosis organisms are cultured and 
used for comparison with paratuberculosis. 

\t Denver, we have for many years been conducting diagnostie 
work on diseases in connection with meat inspection and disease eradi- 
cation activities. Many of these diseases are communicable to humans. 

Our animal disease facilities at Beltsville have grown up over the 
last 20 years. In many cases, buildings construe ted for other pur- 
poses, such as barns, sheds, and dwelling houses, have been converted 
into laboratories and offices. 

In light of the report on the east wing, Dr. Shaw requested the same 
three-man committee to review the facilities at Beltsville, Auburn, 
and Denver, also. The committee reported that these were not ade- 
quate to safeguard workers and other persons in the buildings from 
exposure to disease or the experimental materials from crosseon- 
tamination. 

We immediately discontinued the work with tuberculosis organisms 

Auburn and all the diagnostic work at Denver. We are carrying 
on as best we can at Beltsville under most trying conditions. 

The committee stated that considering the facilities in which our 
scientists had to work, our record on communicable diseases was ex- 
ceptionally good. However, in spite of all precautions, over the years, 
we have had four cases of tuberculosis among employees in the lab- 
oratories. Three of these cases were charwomen; one was a technical 
worker. We have had 3 cases of swine erysipelas, 3 cases of con- 
junctivitis caused by Newcastle virus, 12 proved and 13 suspect cases 
of brucellosis, and about 40 cases of vesicular stomatitis. 


In addition to the human hazard, there is the further problem of 
crosscontamination of experimental animals and materials. A num- 
ber of our experiments have been lost because of contamination by 
other diseases during the course of the experiments. 


PROPOSAL TO CONSTRUCT FACILITIES AT BELTSVILLE 


As a result of the unsatisfactory conditions at all our disease lab- 
oratories, we were faced with the question of whether we should 
recommend the construction of new facilities at each location—Den- 
ver, Auburn, and Beltsville—or whether it would be more effective 
and less costly to concentrate research on communicable diseases at 
Seltsville. 

In selecting Beltsville, we had a number of considerations in mind. 
Many of the existing service buildings can be altered and used in 
connection with new laboratory facilities. Even more important, 
Beltsville is located in one of the major scientific communities of the 
United States. The extensive scientific work going on in the general 
Washington and Baltimore areas, including several universities, is 
conve niently avi ailable. Thus, we would have access to related research 
not only in veterinary medicine but also in virology, immunochemistry, 
biochemistry, veterinary and medical bacteriology , and other dis- 
cClp lines related to livestock and human diseases 
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PRELIMINARY PLANS FOR FACILITY 


Last summer, Congress gave us authority and appropriated $250,000) 
for developing preliminary plans for an animal-disease laboratory, 
These preliminary plans, which we have brought for your considera- 
tion today, are designed to meet our minimum needs. ‘They provide 
for— 

1. Reestablishment of our laboratory facilities for animal-disease 
research on a modern basis. 

2. Continuance of our vital diagnostic work to guide our meat- 
inspection program, our cooperative disease-contro] programs, our 
inspection and quarantine of imported animals, and a_ reference 
diagnostic laboratory for the States. 

3. Adequate testing of veterinary biologics, which by law we are 
required to license for interstate and foreign commerce. 


LIVESTOCK DISEASE LOSSES 


The new facilities, if constructed, will help us do a better, more 
comprehensive job of cooperating with States and industry in our 
total effort to reduce the $2 billion toll our Nation now pays to livestock 
diseases each year. Each year at least 10 percent of all farm animals 
can be expected to die from diseases or parasites. Even greater eco- 
nomic losses result from diseases and parasites that do not necessarily 
kill but debilitate the animals and reduce production of meat, milk, 
and other livestock products. 

Death losses in herds affected by the new mucosal diseases range 
from 1 to 20 percent. Some steer-feeding farms report weight losses 
amounting to $50 per animal from this disease. Anaplasmosis costs 
farmers $10 million a year. Infectious diseases interfering with re- 
production, including vibriosis and leptospirosis, cause losses of more 
than $100 million annually to cattle, sheep, and swine producers. 

These losses must be overcome if the livestock industry and the 
people dependent upon it are to meet successfully the steadily increas- 
ing demand for livestock products. In the last 20 years we have in- 
creased our per capita consumption of meat, eggs, poultry, and dairy 
products by more than 25 percent. Indications are that livestock will 
become increasingly important in agriculture and the entire economy. 
Livestock now accounts for from 55 to 58 percent of the cash income re- 
ceived by farm people from farm marketings. 

The increase in animal population alone will add to our disease 
troubles. Modern transportation and marketing of greater numbers 
of livestock from all parts of the country multiply the opportunities 
for exposure to disease. Back in the early 1800’s, tick fever of cattle 
moved across the State of North Carolina at a rate of 4 miles a year. 
About the same time it took 15 years for hog cholera to spread across 
the land. But when vesicular exanthema of hogs broke out in Cali- 
fornia in 1952, the disease spread to 20 States within 3 months. 


URGENT NEED FOR FACILITIES 
I cannot stress too much the importance of having facilities ade- 


quate to the need. But whether or not we have adequate facilities, we 
must continue working with communicable diseases. 
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It is fortunate for our Nation that we have scientists so devoted to 
their work—who feel its importance to such an extent—that they are 
willing to risk their health or even their lives in this vital field of 
resear ch. Even under the most favorable circumstances, there will 
continue to be some risk to scientists working with infected animals 
and with live disease organisms. But I am convinced that we cannot 
in good conscience fail to provide them with as much protection as 
modern science and engineering make possible. Uonally important 
is the need to provide the knowledge and methods necessary to the 
continuance of successful livestock, dairy, and poultry enterprises of 
farm people which bulk so large in our total agricultural enterprise. 

We have a direct obligation to our livestock industry and to the 
general public to provide information based on aeutanenal evidence 
that is unquestioned. We cannot do this so long as we conduct our 
studies in laboratories where cross-contamination of experimental 
animals is possible. I believe that, all things considered, there is no 
alternative to the construction of appropriate facilities for this work. 

[ urge as strongly as I can that the committee and the Congress 
approve our request. Dr. Shaw is here with me and will describe the 
facilities included in the plans. We will be glad to answer questions 
that vou may have. 


AntmMAuL Disease Laporatory Facinitres 
JUSTIFICATION OF THE ESTIMATES 


Mr. Wuirren. We will insert in the record at this point the justifica- 
tions relating to the animal-disease-laboratory facilities. 
(The information is as follows :) 


(H. Doc. No. 383) 
ANIMAL DISEASE LABORATORY FACILITIES 


1957 budget amendment 


Original 


7 ange to— nerease 
eakinante Change t Increa 


Heading 





Animal disease laboratory facilities__ 0 | $18,915,000 | $18, 915, 000 
(Following the bracketed ps aragraph at the end 
of the page, insert the following:) 
For an additional amount for “Animal disease 
laboratory facilities’, for establishment of such facili- 
ties at Peltsville, Maryland, including construction, 
| $18,915,000, to remain available until expended. 


EXPLANATION OF LANGUAGE 


The proposed language would provide additional funds needed for establish- 
ment of laboratory facilities for animal disease research and control. These 
funds would be in addition to the $250,000 provided by the Supplemental Appro- 
priation Act, 1956, for preparation of plans and specifications for construction of 
facilities for animal disease research and control. Preliminary plans have been 
prepared with the funds made available by the Supplemental Appropriation 
Act, 1956, and are the basis for the estimate submitted. An unobligated balance 
of $225,000 would be available for application to the total cost of $19,140,000 for 
detailed plans, specifications, construction of new facilities, alterations of pres- 
ent facilities, supervision of construction, ete., at the Agricultural Research 
Center, Beltsville, Md. 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


New facilities ut Beltsville, Md., are urgently needed for the animal disease 
research and control programs. 

Loss of laboratory facilities because of inadequate safeguards.—In June 1955 
three widely known research workers from outside the Department were asked 
to inspect animal disease research and control facilities located at Washington, 
D. C., Beltsville, Md., Auburn, Ala., and Denver, Colo., to determine whether 
(1) the facilities and procedures were adequate for proper safeguarding of 
working personnel from the hazards of infection: (2) safeguards were sufficient 
to protect workers in other parts of the building and the public utilizing the 
corridors; and (3) facilities were adequate to protect experiments from cross- 
contamination. Many of the diseases under study at these points were trans- 
missible to man, including tuberculosis, brucellosis, anthrax, erysipelas, rabies, 
equine encephalomyelitis, Newcastle disease, and others. 

The committee reported that facilities in use were not adequate to safeguard 
workers and other persons in the buildings from exposure to disease or the 
experimental work from cross-contamination. Moreover, the committee reported 
that in most cases basic building structures were not adaptable to the modifica- 
tions which would be necessary to provide modern safety measures, and also 
that they were inadequate for the fundamental disease research program under- 
way. Following this report it was necessary to discontinue all research in 
Washington, D. C., and all that portion at Auburn, Ala., and Denver, Colo., on 
animal diseases infectious for man. This has resulted in curtailment of much 
important work and the suspension of other lines of research because of a lack 
of suitable space. Overcrowded quarters at Beltsville have been temporarily 
made available for certain of the work discontinued at other points. Provision 
for adequate laboratory facilities is essential not only to the conduct of a com- 
prehensive animal disease research program but also to animal disease control 
programs. 

Importance of work.—From 55 to 58 percent of the cash income to farmers 
is derived from livestock and livestock products. Animal diseases and parasites 
cause huge annual losses to agriculture. They are estimated at one-sixth of the 
farm value of all livestock, or about $2 billion annually at this time. This 
estimated loss does not include the large sums spent by producers for phar- 
maceuticals, disinfectants, etc., used as treatments or preventives. It is antici- 
pated that research can cut these losses significantly as it has many time in 
the past. 

Facilities needed.—It is proposed to locate the new facilities at Beltsville, Md. 
Maximum use would thereby be made of existing facilities at Beltsville for serv- 
icing this laboratory. There is sufficient land at Beltsville for this purpose. 

The cost of the facilities, including the development of detailed plans and 
specifications, are estimated as follows: 


Py CI RII os ike acm Wetewiecnmiinieemienticees $18, 790, 000 
Reconditioning of existing facilities 350, 000 


Total cost 19, 140, 000 
Less unobligated balance from appropriation made available by 
Supplemental Appropriation Act, 1956 225, 000 


Estimate 18, 915, 000 
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JUSTIFICATION OF THE ESTIMATE 


Scope of research and control programs.—The new facilities would provide 
space for comprehensive research on animal diseases and for diagnostic and test- 
ing work for control and regulatory activities. Diseases such as the following, 
more than 50 percent of which are transmissible to man, would be under study : 


Anaplasmosis Listerellosis * 


Anthrax * Mastitis 

Atrophie rhinitis Mucosal disease 
Blue tongue Mycotic infections ' 
Brucellosis * Newcastle disease * 
Chronic respiratory disease ' Ornithosis * 
Ecthyma *asteurellosis 
Encephalitis ’ Pox’ 
Erysipelas * Rabies ' 

Foot rot Salmonellosis 
Hog cholera Swine influenza 
Infectious bronchitis Tuberculosis * 
Infectious keratitis ' Vesicular exanthema 
Infectious sinusitis Vesicular stomatitis? 
Johne’s disease Vibriosis 
Leptospirosis * 


| Diseases transmissible to man. 


1 


1 


These facilities have been designed for experimental work with safety to the 
livestock industry and the health of workers. 

Research.—Investigations would cover methods for diagnosis, cause, mode of 
transinission, and methods of prevention, treatment and control of infectious 
diseases of all classes of livestock, including poultry, which exist in this country. 
Bacteriological, serological, pathological, immunological, and animal inoculation 
studies would be made. Research would cover diseases caused by bacteria, fungi, 
viruses, rickettsia, and pathological conditions. 

Control.—Diagnosis of diseases would be made as they are encountered in 
animal disease control and eradication work in the field and in meat-packing 
plants. Tests would be made of animal biologics produced commercially to 
determine their purity and potency as required under the Virus-Serum-Toxin 
Act. The laboratory would contain facilities for pilot-plant development of 
production methods for biologics and diagnostic agents based on research find- 
ings. Chemical analyses and bacteriological examinations would be made of 
dips and disinfectants to determine their efficacy and reliability for use in 
control and eradication programs, and of germicides to determine conformity 
with the Insecticide, Fungicide, and Rodenticide Act. 


RESEARCH SPACE 


The laboratory has been designed to permit the study of 25 animal diseases 
simultaneously in completely isolated units. It would provide facilities for 
study of (1) the causative agent in pure culture to determine its characteristics 
and the effect of the agent on small laboratory animals, and (2) the effect of 
the active agent in farm animals. Construction would necessarily be such as 
to confine each agent within a single unit for safety in order to prevent any 
cross-contamination with other agents to assure validity of experimental results 
and to provide maximum safety to workers. 

Small animal units —Twenty-five isolation laboratories (two are shown in 
ig. 1) would be provided to study the 25 diseases. In addition, there would be 
seven specialized units for work in chemistry, physics, serology, and pathology. 
The concentrations of the agents with which work would be done are more dan- 
gerous than has been the case in past years. 

Large animal units.—For experiments on a scale sufficient to provide statis- 
tically sound and significant research results it would be necessary to have units 
sufficient in size and number to house large animals for exploratory and full- 
scale controlled experiments to test results. It is anticipated that at any time 
about one-half of the work with small animals would have progressed to a point 
Where .experiments would require large animals. The 12 units planned for 
exploratory work would each house 10 large animals (fig. 2) which is the mini- 
mum number required to assure preliminary experimental data. It is expected 
that at any time one-third of the exploratory work with large animals would have 
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reached the stage to justify full-scale testing. For these latter experiments 
4 units would be provided. At this stage of each experiment a total of 40 animals 
(fig. 3) would be required for testing, 20 as controls against the 20 exposed to 
the disease. 

Animals would be housed in individual laboratory units 12 by 12 feet which 
would provide room for the large animal and laboratory workers as required. 
Provision would be made for water, feed racks, and restraint. In some types of 
experiments it would be possible to house two animals in a unit. The floor plans 
for the 10- and 40-animal isolation units are shown in figure 4. 


PILOT PLANT 


A pilot plant which would occupy four of the isolation laboratories would 
provide for development of production methods for biologics after research has 
advanced to this point. The development of production methods in the pilot 
plant is a prerequisite for use of products in field trials. Two biologics, for 
diseases such as anaplasmosis and leptospirosis, would usually be under develop- 
ment simultaneously. It also would be used to maintain constant diagnostic 
agents where necessary in control and eradication programs. 


CONTROL SPACE 


Space would be required for isolation of poultry, several species of small 
animals, and large animals where the host animal is required for the test. 
Several diseases could be worked on simultaneously. Eight isolation labora- 
tories would be provided for the following types of work: 

Diagnosis.—Examination by bacteriologic, pathologic, serologic, or other 
laboratory procedures of diseased tissues, many unknowns, submitted from 
the field by control and regulatory officials. Diagnosis would involve such dis- 
eases as anthrax, tuberculosis, hog cholera, swine erysipelas, atrophic rhinitis 
of swine, mucosal diseases of cattle, Johne’s disease of cattle, blue tongue of 
sheep, and other pathological conditions, such as cancerous growths. Material 
for examination would include that encountered in animal disease control and 
eradication work, as well as meat-packing plants. In fiscal year 1955, 1,325 
samples were received for examination. 

The unit would also provide for determination of the adequacy of inspection 
of meats for internal parasites such as trichinae and cysticerci. Tests would 
be made for virus diseases such as vesicular stomatitis and vesicular exanthema. 
Samples received from the field involved 300 tests for fiscal vear 1955. Two 
units of large animal facilities would be required for these purposes. 

Serology.—Serological tests would be made for anaplasmosis of cattle, pullorum 
disease of poultry, and numerous other diseases. Tests would also be made on 
blood samples of equine stock offered for importation for detection of glanders 
and dourine. Approximately 20,000 tests were required in fiscal year 1955. 

Biologics.—Tests for purity, potency, and safety of biologics produced com- 
mercially under the Virus-Serum-Toxin Act would be made. Approximately 
7,000 tests would be required annually, which would be selected from approxi- 
mately 13,000 lots. Three units of large animal facilities would be required for 
strict isolation purposes. 

Chemistry and bacteriology—Chemical analyses of dips, disinfectants, and 
germicides requiring chemical analyses of some 500 different samples and the 
bacteriological examination of about 480 germicides annually would be made. 


FLOOR PLAN OF SMALL ANIMAL LABORATORY 


The plan for each floor of the small animal research and control laboratory 
is shown in figure 5. 
EXTERIOR DRAWING 


The exterior of the proposed laboratory facility is shown in figure 6. 


SPECIAL FEATURES 


Zone control of air is required for safety of personnel and to protect projects 
from cross-contamination. Mechanical control of air would provide for both 
heating and cooling. Air locks, showers for laboratory workers, laundry facili 
ties, incinerators, and cage washing rooms are also required for control of disease 
agents under study. Zone sewage control is also essential since all liquid waste 
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from each laboratory is potentially contaminated. Provision must be made for 
steam sterilization of all sewer lines within each individual unit. 

Lunchroom and cafeteria space would also be provided for employees because 
of isolation of the facility. 


SERVICE UNITS AND UTILITIES 


It would be necessary to provide a hay storage unit with a capacity of about 500 
tons, a granary with 8 compartments with chutes and loading platforms, equip- 
ment storage, central heating plant, and sewage decontamination. Present utili- 
ties would be expanded to include the following items: 

Water: New tank, including filter plant, 2,000-foot main and fire protection. 

Sewer: 2,200-foot collection lines ; 300-foot cast-iron pressure line ; enlargement 
of Agricultural Research Center treatment plant; enlargement of plant pumping 
station. 

Gas: 1,600-foot main. 

Electricity : Transformers, 2 miles new primary lines. 

Fencing: 3,200-foot compound; 10,300-foot boundary of 8-foot chain link. 

Site preparation, clearing, and grading: Equivalent of 25 acres, roads and 


parking. 
Surface water catchment and treatment: Retention reservoir, chlorinator, 


discharger, ete. 
EXISTING FACILITIES 


existing buildings, barns, and pens would be converted into shops, quarters for 
producing small and large animals, and introductory quarantine space. 


FINANCIAL ANALYSIS 


The following table indicates the estimated space and costs of the proposed 
facilities : 


Floor Unit | Estimated 
area rate cost ! 


Laboratories: 2 | 
Small animal laboratory: 
Laboratory area: Square 
Basement: feet 
Biological development area, 40 by 168 feet_--__-- : 6,720 | $25 | $168, 000 
2 other laboratory areas, 84 by 240 feet aes 40, 320 25 | ; , 000 
Ist and 2d floors, 168 by 440 feet.._._--- ; 7 -| 147,840} 50} 7,392,000 


Central corridor, 32 by 456 feet: 
Basement... oe ee ; 14,592 | 25 364, 800 


ist and 2d floors _ 29, 184 , 167, 360 
Large animal laboratory (5 identical units, 4 research and 1 control, 
which are ntermangeeie): | 
Isolation area SK aw om anaes : 144, 280 | | 6,771, 200 
Incinerator area___- ‘i osetia 7 6,750 | 50] 337, 500 
Cage washing area- -- Se atest toeeik : a 1, 495 30 | 44,8 50 


Total, large animal laboratory : 152, 525 6, 153, 55C 
25 


eadhouse for offices: Basement and 2 floors, 40 by 200 feet __- 24, 000 a); 600, wD 


Subtotal aaa eae a tied 415, 181 | 16, 853, 710 
Laboratory equipment_- 1, 130, 000 


Total, laboratories. __.........---- i a 17, 983, 710 

Service units: Hay storage, granary, and equipment storage - ..-.- |. ix... 140, 000 
Utilities: Water, sewer, gas, electricity, roads and parking, fencing, site | 
preparation, clearing and grading, surface water catchment and treatment_| 





666, 290 


Total, new facilities... ._._- A te ii peehdin ses r, 425, 331. 18, 790, 000 
Repair and alterations of existing facilities. ___._- s 350, 000 


Total cost_- Faederd basienteahat Gay 140, 000 


Less unobligated balance e from appropriation ‘made “by Supplemental Ap- | 


propriation Act, 1956. 225, 000 


ame estimate......__._- ‘ ; re . ; 18, 915, 000 


' Includes equipment. 
? Includes sewage decontamination and central heating. 
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CONSTRUCTION AND ESTIMATE 


The small animal laboratory would be of reinforced concrete construction with 
1 portland cement finish of interior walls and floors which would be suitable for 
constant and ready cleaning and disinfection. It would be a 2-story block-type 
building with partial basement and headhouse for offices. Space would be pro- 
vided between floors for extensive ducts and pipes for zone control of both sewage 
an air conditioning and decontamination. 

In addition to thorough consideration of these plans within the Department, 
which took into consideration experience at Plum Island, the proposed construc- 
tion has been checked with scientific workers at the Chemical Corps laboratories 
at Camp Detrick, Md., and the National Institutes of Health, Bethesda, Md. The 
General Services Administration has reviewed the preliminary plans and is in 
general agreement with the estimate. 

The unit rates used in the estimate include furnishing and installing of all 
fixed equipment such as 50 large autoclaves at $15,000 each and 40 small auto- 
claves at $10,500 each ; 10 large animal incinerators at $40,000 each ; laboratory 
benches ; wall cabinets, ete. 

The reinforced concrete windowless type of construction for the small animal 
laboratory has been planned taking into consideration suggestions made by the 
Office of Defense Mobilization. This building is also oriented so as to minimize 
possible bomb damage and further is situated between two low hills which will 
aiso afford protection. The blast-resistant construction increases the cost by 
approximately $450,000 as compared with the use of conventional brick-faced 
concrete block wall and precast concrete slab roof construction to be used in the 
large animal units. The small animal laboratory is considered to be the heart 
of the facility and the necessity for special construction is to protect the high 
concentration of personnel, stock cultures of diseases, and records which woul} 
be irreplaceable, as well as valuable equipment. 


EQUIPMENT 


The estimate also provides for all movable equipment needed for the facility, 
such as microscopes, photographic equipment, including apparatus for ultraviolet 
light photography, analytical and qualitative high-speed centrifuge, general lab- 
oratory centrifuges, electron microscope, spinfreeze drying apparatus, equipment 
for electrophoretic studies, irradiation equipment, spectrographs, pH meters, 
absorptometers, supersonic wave equipment, chemical apparatus, animal cages, 
feed mixers and bins, etc. 


PLUM ISLAND DEVELOPMENT FOR FOOT-AND-MOUTH DISEASE 


Mr. Wuirren. The question that strikes my mind in connection 
with this laboratory is the fact that we have this Plum Island devel- 
opment for foot-and-mouth disease, where all of these provisions have 
been made for protecting against the virus and all the other things. 
How much investment have we put into that laboratory ? 

Dr. Suaw. The Urgent Deficiency Appropriation Act 1952, pro- 
vided $10 million for “the establishment of the laboratory facilities, 
which was in addition to $500,000 provided in the Second Deficiency 
Appropriation Act 1949, for plans and specifications. Substantially 
all of these funds have been required for the facility. For fiscal 
year 1956, we have appropriated $1,945,000, including pay act funds 
for the operating program we have going on now. There is a request 
for an additional $2,048,000 in the 1957 budget estimate. 

In addition to the funds we expended for “facilities up there, you 
will recall that the Army already had an establishment on the isl: ind. 
I do not know the exact figures of the cost of their facilities, but | 
understand the Army valued them at a little more than $5,100,000. 

Mr. Wuirten. That has just gotten into operation, has it not ? 

Dr. Suaw. The part of the facility that belonged to the Army, 
which they transferred to us, has been in operation this past year. 
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The one we are constructing we expect to have completed shortly 
after the first of July. We will begin operations in that part of the 
laboratory then. 

Mr. Wurrren. This committee has listened with a great deal of 
interest to the descriptions and pictures and everything ‘showi ing how 
much precaution has been taken there to handle the animals and to 
see that the diseases and viruses do not get loose from you. It struck 
me, now that you have been moved out of the Agricultural Building 
down here, that the proper thing for the Department to do would 
be to give consideration to transferring this work to Plum Island, 
where you have a new laboratory, whic he you built with all the protec- 
tive features which have been stressed to this committee. I am just 
wondering why that would not be the thing to do. 

Dr. Suaw. Well, the laboratory facilities we have up there, of 
course, were designed for the study of foot-and-mouth disease. 

Mr. Wuirren. That is a virus, a disease similar to these things, is it 
not ¢ 

Dr. Suaw. That is correct, sir. We will have currently about 5 
strains of the foot-and-mouth disease virus that we shall work on at 
Plum Island when the new laboratory is completed. We will do 
some corollary work with vesicular stomatitis, and vesicular exan- 
thema, to permit us to do diagnostic work. The facilities there will 
be fully occupied with the intended program on foot-and-mouth 
(lisease. 


NUMBER OF DISEASES TO BE STUDIED 


The facilities we are proposing at Beltsville are designed to permit 
us to study 25 diseases simultaneously. It would not be possible to 
study more than five of these diseases at Plum Island even if we took 
them up there, so we would still be left far short of suflicient facilities 
tostudy all the problems. 

Mr. Wurrren. Of course I believe in research, and I certainly be- 
lieve in the wisdom of giving attention to animal diseases. I recog- 
nize the value of animals to our general economic welfare from a food 
standpoint and all that kind of thing. But I also sit on the committee 
and have heard of swamp fever in mules. Somebody said for thirty- 
some-odd years they carried on research on swamp fever in mules, 
and finally the mules disappeared before we ever did anything. 

The point is: How sound is it to spread yourselves from a research 
standpoint at 1 spot and go into 25 diseases simultaneously 


NUMBER OF ANIMAL DISEASE RESEARCH LOCATIONS 


Dr. Suaw. Certainly you bring up a real point. We have given 
very thorough consideration to it. As to whether we should present 
to you a single establishment, or whether it should be 2 or 3, or more, 
is quite important. There are two factors we think are essential. 
One is that the construction cost for doing the research would be far 
greater if we have more than one establishment. 

Mr. Wurrren. If you set up something new that is true, Dr. Shaw, 
but I forget how many millions and millions are in this budget in 
connection with research. You have the research laboratories under 
the Department and you have work in the various States and various 
research activities. You have buildings all over the country carry- 
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ing on various kinds of research. A question arises as to whether you 
want to build up a big establishment and set up a new deal so you can 
carry on research on "25 diseases simultaneously, when doubtless you 
already have work going on with regard to some of these diseases in 

various places throughout the country. I am just raising the ques- 
tion. 

In other words, they closed you up down here in the Department 
where you have been carrying on this work in a relatively inexpen- 
sive way, I should guess. Now you come up with a $18 million labora- 
tory, after you just got one of about the same value at Plum Island, 
which has not been running a year at this dice, It does raise some 
question as to whether this is the economical way to approach it. 

Dr. Suaw. With the exception of the facilities you have men- 
tioned at Plum Island, we do not have adequate and modern facilities 
for conducting research on communicable diseases. I am sure that the 
States realize they are in the same situation. I am hopeful that they 
will do something about that. 

Mr. Wuirren. I want to say again I am very much interested, but if 
we had the money that has been § spent on sending telegrams to me as 
to this laboratory it would help put up a wing for it. My desk is 
stacked about a foot and a half high with them. You can see where 
someone sent the word out. You can tell, from where I get them, that 
it is an organized effort. 

Mr. Prererson. On that point, Mr. Chairman, I am fully aware that 
there is a great interest in this particular facility. 

Mr. Wurrren. I do not complain about it. I think these people 
are certainly within their rights to wire the Congress, and I am glad 
to have them do so. 


STATE FACILITIES FOR ANIMAL DISEASE RESEARCH 


Mr. Pererson. I am not familiar with all of the State facilities, but 
with respect to my own area on the west coast may I illustrate by say- 
ing this: We spent some years getting, through the State legislature, 
facilities for a small diagnostic facility where we could examine into 
the diseases showing up in livestock but which we had no means to 
identify. We found that there was no place at the State college in our 
State or in the adjoining States where these disease organisms were 
being worked with even on a diagnostic—and not a research basis— 
where they could be kept isolated one from the other. 

We are dealing with some of the most dangerous diseases, some of 
which are most dangerous to humans. Usually they are also danger- 
ous in the sense of the ease of communication to animals; ; leptospirosis, 
anthrax, vesicular exanthema, vesicular stomatitis, brucellosis and 
scabies in sheep. 

These organisms are adapted, as I understand it, to nearly all sec- 
tions of the country. With the transportation we have in animals 
and the ease of transmission it seemed to us that a central facility to 
work on these diseases is almost essential not only as a research opera- 
tion alone but also in order to provide the necessary information in 
order to carry on a protective and regulatory service to do several 
things. First, to contain those diseases we now have; to eradicate 
them, if we can; and to prevent diseases which may be introduced into 
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the country from breaking out and creating further hazards to our 
livestock. 

I have tried to go into this thing as fully as I could, not having 
technical competence, as you understand. Looking at the entire prob- 
lem, being somewhat familiar with what the States have and can do, 
aud the backlog of construction which is facing the States in this 
field, it seemed to me that the proposal which was worked up by our 
research people was sound and is sound, all factors taken into con- 
sideration. 

Mr. Wuirren. I may be in error, Mr. Peterson, but my recollection 
is that in connection with the justification on Plum Island activities it 
was Clearly pointed out to the committee that the facilities would be 
available for other research work in addition to the foot and mouth 
disease. My memory may be faulty, but I think it was pointed out 
that the facility was amply large to help meet many of your problems. 


SPECIALIZED DISEASE RESEARCH AT PLUM ISLAND 


Dr. Suaw. I think we stated that at the Plum Island Laboratory 
we would work on foreign diseases threatening this country—diseases 
that we do not now have in this country. 

I think we further stated that if we were successful in a relatively 
short time in finding solutions for the foot and mouth disease control 
program, the facilities would then be available for other disease 
research. 

I think we made the case all the way through that they would be 
intended to be fully occupied with foot and mouth disease research 
as long as necessary. 

NUMBER OF DISEASES STUDIED 


Mr. Wurrren. As to these 25 diseases, you have scientists now doing 
work in connection with each of them, do you not ? 

Dr. SHaw. We have discontinued work on about five of the diseases. 
Prior to July 1 we were working on about 28 diseases and now we are 
working on 23, I believe. We are doing some work on each of them 
in rather inadequate facilities, not only from the standpoint of com- 
iunicability, as Mr. Peterson mentioned, but we have only the possi- 
bility of working with a few animals—1, 2 or 3—-at a time. We have 
to repeat those experiments several times and sometimes over the 
years In order to get significant results. 

We feel that the overall cost could be cheapened considerably if 
we could have an adequate number of livestock in our experiments 
so that we could conduct a refined experiment and get an answer we 
could stand by. The cost of doing it at one time with an adequate 
number of animals is less than doing it several times and sometimes 
over several years with an inadequate number of animals. We think 
the cost would be materially reduced by the proposal we are making. 


RELOCATION OF RESEARCH PERSONNEL 


_ Mr. Wurrren. If the Congress should provide this laboratory, 
is it your contemplation that you will pull your people in, who might 


be doing some of this work t 


roughout the country, and bring them 
all into Beltsville ? 
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Dr. SHaw. From the Auburn Laboratory the ones doing the work 
on tuberculosis organisms in association with the paratuberculosis 
work there would be brought in. 

At Denver the diagnostic work that was going on for meat inspec- 
tion and diseases in the field has already been brought in. 


BUILDING PLANS 


Mr. Wuirtren. You might describe to us what your plans are for 
the type of building involved; $18 million is quite a building, when 
you are using it to replace some space they let you have in the Depart- 
ment of Agriculture Building proper. 

Dr. Suaw. In addition to the facilities we are replacing at the 
Department of Agriculture Building proper, we now have approxi- 
mately 100 small buildings at Beltsville for animal disease research. 
Most of them were constructed as barns and isolation quarters. Some 
of them have been converted into laboratories. We have used houses 
for that purpose. They would also be replaced by this facility. 

As I stated a moment ago, we are designing the facility to permit 
us to study 25 diseases simultaneously. The section of the laboratory 
I have shown on this first chart is a space for the study of two diseases, 
It is divided in the middle with air locks so that we can completely 
separate one side of the unit from the other, so that there will be no 
possibility of transmission of organisms from one side to the other. 
In the unit we have for the study of a single disease we have two 
principal laboratories. One is for the study of the organism or the 
virus in pure culture, and the other is for the study of the organisms 
in small animals. 

With each one of these units there is a small-animal room in which 
we would have guinea pigs, rats, mice, and other small animals. By 
the use of small animals in our experimental work we can save con- 
siderable expense. 

Associated service laboratories would provide each one of them with 
biological facilities and utility labs. The rest of the structure is pri- 
marily accounted for by the factor of safety and the factor of pre- 
venting cross-contamination of our experiments. 


FACILITIES TO PREVENT CROSS-CONTAMINATION 


In each case there are shower rooms at the entrance, so that a per- 
son coming into the laboratory would come in this first room, undress, 
go through a hot shower, and redress into laboratory clothes before 
going into the laboratory. On his departure from the laboratory he 
would reverse that process; take off his laboratory clothes, go through 
the protective shower and redress and go out into the corridor. 

There are autoclaves connected with the outside corridor so that any 
materials passed from the inside to the outside can be sterilized on the 
way out. We have the same thing going from the small-animal room 
out into these corridors. 

The small animals used in the experiment would have to be in- 
cinerated inside. It is necessary to have a separate air system for 
ventilation for each laboratory so that the organisms could not be 
transmitted from one area to another through the air ducts. 
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It is necessary to have separate decontamination of the sewage so 
as to prevent contamination of the other units. 

AsI stated, we were planning a facility for study of 25 diseases so 
that we would have 25 of these single isolation units for these indi- 
vidual diseases. 

Mr. Wuitren. Doctor, to keep the record straight, this plan to study 
the 25 diseases is to do it here at 1 place. You already are studying 
those diseases. The record should show that. You think you could 
do it better under these conditions at this one place; is that it? 


CURRENT LACK OF FACILITIES FOR RESEARCH ON CERTAIN DISEASES 


Dr. SHaw. That is correct, sir; with the exception of about five 
diseases. 

We are doing no work on anthrax. On the advice of all the people 
who looked into it, we did not have any facilities to permit continued 
study of anthrax. We have discontinued that research. 

You are very largely correct; we have work going on on most of 
these diseases. 

I would like to point out, as Mr. Peterson pointed out, that we will 
expect to continue work on some of these diseases that are transmissible 
to man whether or not we get the facilities, because we see no alterna- 
tive. 

Mr. Wurrren. I am just trying to develop what the facts are. I 
want the record to show the case for this laboratory; and whatever 
weaknesses there are in the presentation I want the record to show. 


OTHER LABORATORY UNITS 


Dr. SHaw. Yes, sir. 

In addition to having 25 isolation units for the study of the particu- 
lar diseases we would have 7 units of the same size and of the same 
type for general-purpose type of research on physics and chemistry 
and bacteriology and so forth. We would have 8 units of this same 
type and size for the diagnostic work on our diseases in the field and 
for the study of the veterinary biologics and so forth, making a total of 
44 units of the size of 1 of these isolation units. 

That is for the laboratory work. 


LARGE ANIMAL LABORATORY 


In association with the laboratory proper it will be necessary for us 
to have large animals to work with and it will be necessary to have 
them isolated also. The need for large animals is twofold. We cannot 
culture the organisms causing some diseases outside of the live animal 
that is subject to them. It is obvious that we must use the host animal 
in experiments with these diseases. In other cases where we are able 
to culture the causative organisms outside of the live animal and to 
pass them through small animals for preliminary investigations we 
will still have to do considerable exploratory work with live host 
animals, studying the nature of the disease and how we might combat 
it and control it. 
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We have half as many of these units for large animals as we have 
units for the study of diseases. In other words, we are planning 
space to study 25 diseases simultaneously, and we are constructing 
12 units to accommodate large animals, each capable of housing 10 
animals for experimental work. That is done on the assumption that 
at any one time our experiments will be advanced far enough in the 
laboratories so that it will require large animals for further investi- 
gation of about half the problems under study. 

We have the same kinds of precautions in the large animal labora- 
tory that I have mentioned in terms of the showers for people entering 
and having complete iolation of this area from all other areas. 

Mr. Wuirren. We might give you per mission to extend your re- 
marks in the record to further describe what is involved in this 
presentation. 

Dr. SHaw. Thank, sir. I would like to add that we plan to have 
a pilot plant which would occupy four of the isolation units and would 
provide for development of production methods for biologics after 
research has advanced to that point and for limited storage of such 
biologics under controlled conditions. The development of produc- 
tion methods in the pilot plant is a prerequisite for use of products 
in field trials. Two biologics, for diseases such as anaplasmosis and 
leptospirosis, would usually be under development simultaneously. 


LABORATORY UNITS FOR DISEASE CONTROL ACTIVITIES 


Fight isolation units identical with those required for research will 
be needed for diagnosis and testing activities of the regulatory work 
concerned with animal disease control and eradication. These will 
be required for isolation of poultry, several species of small animals, 
and large animals where the host animal is required for the test. 
Several diseases could be worked on simultaneously. 

The work would include bacteriologic, pathologic, serologic, and 
other laboratory procedures necessary for the diagnosis of such dis- 
eases as anthrax, hog cholera, swine erysipelas, mucosal diseases of 
cattle, and other procedures for the diagnosis of pathological condi- 
tions such as cancerous growths. Serological tests would be made 
for anaplasmosis of cattle, pullorum disease of poultry, dourine of 
horses, and numerous other diseases. Two units of the large animal 
facilities will be needed for tests of samples from the field for virus 
diseases such as vesicular exanthema and vesicular stomatitis. In con- 
nection with meat-inspection activities, facilities would be provided 
for testing the adequacy of inspection ‘for internal parasites such as 
trichinae and cysticerci. Three units of large animal facilities would 
be required for tests for purity, potency, and safety of biologics pro- 
duced commercially under the Virus-Serum-Toxin Act. 

Approximately 7,000 tests would be required annually, which would 
be selected from approximately 13,000 lots. 

The facilities would also be used for chemical analyses of dips, dis- 
infectants and germicides requiring analyses of some 500 different 
samples and the bacteriological examination of about the same num- 
ber of germicides annually. 

For these operations at Beltsville it would be necessary also to pro- 
vide a hay storage unit with a capacity of about 500 tons, a granary, 
equipment storage, central heating plant, and sewage decontamina- 
tion. 
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Lunchroom and cafeteria space would be provided for employees 
because of isolation of the facility. The headhouse attached to the 
laboratories will provide for the administrative and clerical staff not 
working directly in the isolation quarters and for related needs. 

Mr. Wuirten. Off the record. 

(Discussion off the record. ) 


USE OF VACATED FACILITIES 


Mr. Wurrren. I have one question. Could you give us a report as 
to what you plan to do with the existing facilities, which this labora- 
tory would replace ? 

Dr. Suaw. In the case of Auburn, it is intended that the part of the 
facility which is being vacated will be used for further research on 
parasites. 'The main purpose of the Auburn Laboratory was parasite 
research. It will permit us to expand that work on parasites slightly. 

Mr. Wurrtten. How about Denver? 

Dr. Suaw. At Denver the diagnostic work we have removed from 
Denver will permit us to turn those facilities back to the General 
Services Administration to be declared surplus for other uses. 

Mr. Wurrren. Mr. Marshall, have you any questions? 


DECENTRALIZATION 


Mr. Marsuaty. We have heard a lot about decentralizing lately, in 
the papers. There have been a number of proposals made for some 
of the various agencies to move some little distance from Washington. 
Did you take that into consideration ? 

Dr. Suaw. Yes, sir; we did take it into consideration. In the de- 
sign of the laboratory facility we have taken some precautions in 
terms of constructing the walls and the roof of reinforced concrete. 
That will give us some protection against potential bomb damage. 
It is between two small hills that will give further protection. 

We have discussed this with the Office of Defense Mobilization and 
have their approval for both the type of construction and the site we 
have selected. 

If we were to have it at another location the only feasible locations 
would be at one of the land-grant colleges, where they have associated 
veterinary schools, and the same kinds of hazards would be had at 
most of them. 

We do feel that we have considerable safety in the type of con- 
struction we are proposing. 


COST AT NEW LOCATION 


Mr. Marsuatu. If you were to start new at some new location 
What would the cost be, as compared with what you estimate in this 
appropriation? Did you make any estimate ? 

Dr. Suaw. Yes, we have made some estimate as to building the 
sane type of single facility somewhere else. It would probably cost 
us about $2 million more. I am saying that on account of the asso- 
ciated facilities that are now at Beltsville, that can be reconverted to 
help out. In addition, we would need about 200 acres of land for 
the use of our animals being kept in quarantine and raised prior to 
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coming into the laboratory. We already have this land at Beltsville. 

Mr. Marsuaty. Would there not be some advantage in having this 
laboratory located more closely to the center of the animal population 
of this country ? 

Dr. Suaw. I do not think there are any advantages, Mr. Marshall. 
In any event, wherever it is located the work is going to have to be 
done under controlled conditions. We think the results will be ap- 
plicable anywhere in the United States. 

A factor that is very important in our decision to locate at Belts- 
vills is the associated research and scientific facilities in the area. It 
will be very helpful to us to have as close a contact as we will be able 
to have with the National Institutes of Health, because many of the 
things we work on in animal diseases have similar characteristics 
with human diseases. We can and do interchange information be- 
tween the two laboratories that is mutually helpful. 

In addition, we have a number of colleges and research institutions 
in the area. We have felt, considering it from a scientific basis, 
that we will get more effective work done if it is done here than if 
we located it somewhere else. 

Mr. MarsuHauy. You feel that there would be no advantage in being 
located closer to a livestock market? 

Dr. Suaw. No. You might save something on freight. We ex- 
pect to buy the animals we will use in the experiments in this area. 
So there might be some potential saving, but we are going to have to 
have animals we know the history of, so you just could not go out in 
the stockyard to buy them. You have to buy them from people where 
you know pretty well what the situation has been. 

Mr. MarsHatyi. My thought was that the livestock diseases—par- 
ticularly the new ones—might show up more rapidly in a livestock 
market. 

Dr. Suaw. I think we will get hold of them just as fast through our 
two regulatory services; both our meat inspection and our animal 
disease control and eradication activities in the field, where they are 
in contact with the stockyards at all times. We will pick up the 
diseases there anyway. 

Mr. Marswaru. Do you feel Beltsville permits you to have enough 
room for future expansion ? 

Dr. Suaw. Yes, sir; we feel we have adequate land and that this 
building will give us the facilities we need for doing this animal 
disease research. 

RELATION TO OTHER RESEARCH 


Mr. Marswaty. Do you feel that this would interfere in any way 
with the other research which is carried on ? 

Dr. SHaw. No, sir: it will not interfere. It will be benefited by 
some of the associated studies on animal husbandry and animal nutri- 
tion and so on going on at Beltsville. 


SHIPPING FEVER 


Mr. Marswatt. In reading over the list of diseases you listed, I note 
that shipping fever is not included. Have you given up research on 
shipping fever? 

Dr. SHaw. No; I think we are doing some work. Could Dr. Simms 
answer that? 
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Dr. Summs. Shipping fever is included in the group named on page 
3 of the justifications. It is listed here as pasteurellosis. Personally, 
[ much prefer the term “shipping fever. 

Mr. MarsHau, It is one of the most expensive diseases, so far as 
the farmer is concerned. 

Dr. SrmMs. Yes, sir; that is a very expensive disease. 

Mr. MarsHati. I am somewhat concerned that you may not be 
doing as much work as ought to be done on shipping fever, since it 
has such widespread significanc e not only for cattle moved in transit 
but also affects our local domestic animals. 

Dr. SIMMS. I am in agreement with you on that, Mr. Marshall. I 
think that is one of the diseases on which we should increase research. 
We have been stepping it up some, but I think we should step it up still 
more. 

Mr. Wurrren. Mr. Natcher? 

(Discussion off the record. ) 


VALUE OF SINGLE LOCATION 


Mr. Narcuer. I notice from the general statement here that this 
request has been made because it is necessary to discontinue all animal 
disease research and related diagnostic work in the different places 
where it has been carried on before. F rom the standpoint of the loca- 
tion of facilities, what particular reason is there for discontinuing at 
this time ¢ 

Dr. Suaw. The research on diseases that were communicable to 
Iman were involved, and the investigators who looked over the fa- 
cilities told us that in all of our facilities the personnel working there 
and even the people using the corridors were subject to exposure to 
all the communicable diseases we were working on. We felt we had 
no alternative but to close down the work which we have done in 
the east wing at Washington. We have closed the tuberculosis work 

t Auburn and the diagnostic work at Denver, all for the same reason. 

Mr. Narcuer. It is a matter of safety ? 

Dr. Suaw. Yes, sir. 

Mr. Natcuer. Mr. Chairman, those are all the questions I have. 

Mr. Wurrren. Mr. Horan? 


POULTRY DISEASE RESEARCH 


Mr. Horan. About 3 years ago we had a wonderful example of 
research in poultry, where you coordinated your work here with the 
work done in the land-grant colleges, particularly on the eastern sea- 
hoard. Have you weighed all the work being done now by the land- 
grant colleges, when you come up with this proposal 

Dr. Suaw. Yes, sir. we have. We think that where it is possible 
the approach we took on the air sac poultry disease you are mention- 
ing is an effective way to conduct it. I have dise ussed this with the 
experiment station directors and others. We are all agreed that a 
central facility is the most effective way to do this animal research 
of a highly communicable nature. 
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PERSONNEL AT NEW LABORATORY 


Mr. Horan. Will this new facility mean you will expand your 
research personnel in this area? 

Dr. Suaw. Yes, sir. We would contemplate if this building is con- 
structed that our operating costs, with the expansion that we envi- 
sion, would cost about $2 million a year extra. 

Mr. Horan. You have weighed that against the work that is being 
done elsewhere in the Nation ¢ 

Dr. Suaw. Yes, sir; we have considered it very thoroughly. 

Mr. Horan. In arriving at your conclusion ? 

Dr. SHaw. We have considered it with several groups. I think 
that our conclusion of a single facility is shared pretty unanimously, 


ASSIGNMENT OF RESEARCH TO OTHER LABORATORIES 


Mr. Horan. You do not feel that certain of these diseases could 
be concentrated in some land-grant college some place, or in one of 
your regional Federal laboratories, more advantageously than at 
Beltsville? 

Dr. SHaw. Not more advantageously, Mr. Horan. We would not 
claim that this work could not be done someplace else, because it could, 
but we feel that it could be done much more effectively in the proposal 
we have made. 

Mr. Horan. I suppose that includes some appraisal of the value of 
the medical center out at Bethesda ? 

Dr. Suaw. That is a considerable factor in it. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Wuirtren. Mr. Vursell ? 

Mr. Vursett. Mr. Chairman, I think practically all of the points 
have been brought out. I realize that this will be a considerable 
expenditure of money, but they seem to have made out a rather good 
case. 

OPERATING EFFICIENCY AT NEW LABORATORY 


There was one question which I would like to ask Dr. Shaw. Do 
you feel that by concentrating it here, inasmuch as you are going to 
spend a couple of million dollars more here, that there will be any 
savings, when you weigh it all against efficiency? Will there be any 
savings by the concentration here and not doing the work elsewhere, 
in the overall picture year after year, assuming you use the same 
number of people? Would you have an ultimate saving by con- 
solidating the work here? 

Dr. SHaw. It all depends on how you look at that. I have indicated 
we would expect it is going to cost us more to operate the work, 
but in terms of getting results and getting them more quickly, better 
results with more adequate information, I think we are going to make 
an effective saving. 

Mr. Vursexy. I think that pretty well answers my question, because 
I tried to involve the very thing you pointed out in my question. 

Mr. Pererson. On that point, Mr. Vursell, one of the important 
factors, it seems to me—and Dr. Shaw and I have discussed this sev- 
eral times—is to get the maximum utilization of personnel competency 
we have in our research people. 
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Unless those research people can have the physical facilities neces- 
sary to get the maximum application of their knowledge, we are not 
getting maximum usefulness from those people. That is a continuing 
factor of difficulty, not only in the Federal research area but in the 
State research areas as well. The States now have a backlog of build- 
ing for research, so the land-grant-college people tell me, of well over 
$100 million. They are finding, too, that they have facilities not ade- 
quate to the current research load upon them at the land-grant insti- 
tutions. 

I met with the organization and policy group of the land-grant- 
college research people just last week, discussing this very problem, 
where they are running up against a shortage of physical facilities. 

Mr. Horan. May I ask one more question, Mr. Chairman ? 

Mr. Wuitten. Mr. Horan. 


MOBILE LABORATORIES 


Mr. Horan. In some of this control work it is necessary or desirable 
to have mobile laboratories. How many of those do we have ? 

Dr. Srums. You are speaking of brucellosis ? 

Mr. Horan. They can be used for vibriosis, too. I happen to know 
that. 

Dr. CiarKson. I cannot say how many there are, Mr. Horan, but 
there are from one to several in most of the States. Some of them 
are owned by the States and some are owned by the Federal Govern- 
ment. They are operated jointly. Those are primarily for brucel- 
losis and do not lend themselves to very much work on diseases of this 
kind, where you have to work with the live organism itself. 

In brucellosis we are taking the blood of the animal and testing it 
against the dead organism, so we can use a mobile laboratory. 

Mr. Horan. The advantage of a mobile laboratory is that you can 
work with live animals. 

Dr. Ctarkson. What I said was that the live virus or live organism 
in culture is involved and the mobile laboratory does not lend itself 
to working with dangerous organisms, because it is too easy for them 
to get away and get out of hand. Where we can use the animal in a 
locality and a blood or serum sample from the animal is taken and 
tested against the dead organism in the laboratory as a testing pro- 
cedure, that works out very well. 

Mr. Pererson. The mobile laboratory is solely for diagnostic pur- 
poses and not research purposes, Mr. Horan. 

Mr. Horan. I was aware of that, but in some control work it is 
pretty handy to have the facilities right out in the climate where it 
occurs, because that has some effect. 

_ Mr. Pererson. They are widely used in some States, particularly 
for diagnostic work, particularly with brucellosis. They are used 
In your State. 

Mr. Horan. I just wondered how this jigsaw fitted together. 

Dr. Crarkson. If I may, let me say, following your thought there, 
that this laboratory at the Agricultural Research Center gives us the 
basis for the kind of coordination you spoke of a while ago, where 
there is a reference at one point which ties together the work of the 
States. Certainly the work contemplated even in this laboratory 
oes not by any manner of means take care of the total job that needs 
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to be done or that is being done. But for that vital job of coordina- 
tion a center point somewhere is essential. 
Mr. Vursetu. I have one further question. 











NEED FOR NEW FACILITIES 






Dr. Shaw, I take it from the testimony of both Dr. Peterson and 
yourself that you feel you have to have better quarters to do the job 
if it is done properly, in protecting human life which is coming in 
contact with these communicable diseases, and also to achieve the 
greatest efficiency in this centralization of research, and that you do 
not feel it would lend itself to the Plum Island facility. 

Dr. Suaw. That is correct, sir. 

Mr. Vursewu. In your scheme of things, judging from your years 
of experience, you feel confident that if we are to get the information 
to the people and to carry the biggest load back and get the most 
out of research that this would be a very advantageous thing and would 
help a great deal along that line. 

Dr. Snaw. Yes, sir. 

Mr. VURSELL. Do you feel that it would be economy to reduce the 
cost and size of the structure and limit the amount or number of pro- 
grams to be followed? Do you think in the end that that would not 
prove to be of any economic value, with the growth of the livestock 
industry of the Nation and the economy of the Nation ? 

Dr. Suaw. We feel that the facility of this size, that we have pre- 
sented here, is the one which is needed, and that the work will be 
effective and of very great benefit to the Nation. Now, if we were to 
reduce the amount of money which was av ailable, we would then have 
to limit our research to some portion of the 25 diseases I have spoken 
of, depending upon the amount of money available, and we i then 
have to select the ones most dangerous and most communicable and 
continue on with the others as best we could in the other facilities. 

Mr. Vursetut. You do not feel that this work can be encouraged 
to be carried on through the land-grant colleges, which would make 
this expansion unnecessary ? 

Dr. Suaw. We feel that our presentation we have made here on the 
centralized facility is the most effective way to do the work. We would 
not claim in any way that this could not be done in another location 
with a center, or that we could not divide it up and still do good work. 
But we feel we can do far more effective work more efficiently at less 
cost and get better results if we could have the central facility as 
proposed. 

Mr. Horan. Could that air sac work have been done better under a 
centralized operation than it was done ? 

Dr. SHaw. Would you let Dr. Simms, who is more familiar with 
the disease, discuss that ? 

Dr. Sres. I think we handled the air-sac situation in the best 
possible way. We had available at about 7 or 8 experiment stations 
in the country the well-trained men who were well acquainted with 
this problem alre ady. When we got additional funds it simply meant 
arranging to give them, you might say, another hand to work with. 
I do not think we could have bought as much research with that money 
in any other way. 
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If I might add to that, we are increasing right along our cooperative 
work in animal disease control with the different experiment stations 
throughout the country. 

Mr. Wuitten. Gentlemen, the Secretary has been kind enough to 
come back to be with the committee. In view of that we will interrupt 
this presentation at this point. 

Off the record. 

(Discussion off the record.) 

Mr. Anperson. I have no questions, Mr. Chairman. I have had a 
lot of correspondence about this subject, and I am in full agreement 
with Dr. Shaw and the other gentlemen on it. 


ContTrROL oF Gypsy Mora 


JUSTIFICATION OF THE ESTIMATES 


Mr. Wuitten. We will insert in the record, in connection with the 
gypsy moth control, pages 1 through 4 of the justifications together 
with the letter which was submitted to this committee on February 28, 
1956, at our request, together with a report on the meeting to consider 
the gypsy moth problem, as well as an outline of the gypsy moth 
program. 

(The information is as follows :) 


H. Doc. No. 383 
1957 budget amendment 


Budget Original 


estimate Change to— Increase 


358 | Salaries and expenses, Agricultural Research Service: 
Plant and animal disease and pest control 


PURPOSE AND NEED FOR BUDGET AMENDMENT 


The 1957 budget includes $545,200 for the control of gypsy moth, a serious 
pest of forest, fruit and shade trees, and ornamentals. For the fiscal year 1956 
it is planned with the supplemental funds provided for this purpose in the 
Second Supplemental Appropriation Act, to initiate an expanded spray program 
designed to eliminate infestations in Michigan, Pennsylvania, and New Jersey, 
and to push back the infestation in New York State. 

It is proposed to expand the cooperative Federal-State regulatory and control 
program to insure the initial treatment of all known infested areas within an 
estimated period of 8 to 10 years with a view to the eventual elimination of the 
gypsy moth. To meet the Federal responsibility in this expanded program, it is 
requested that the item for gypsy-moth control be increased in 1957 by $2,500,000 
which would provide a total of $3,045,200. 
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SALARIES AND EXPENSES 


Justification of budget amendment for plant and animal disease and pest control— 
Project statement 


Amendment 

Project Budget esti- | to budget | Revised esti- 
mates, 1957 estimates, mates, 1957 

1957 





Plant and animal disease and pest control: 
1. Plant disease and pest control: 
Plant pest control____. bea cad ode snccasale Oli FOR 7OD $2, 500, 000 $10, 207, 700 

Plant quarantine__- Dae oe 4, 143, 200 OARS 7 Lh” 4, 143, 200 


Total, plant disease and pest control-_______- | 11,850, 900 2, 500, 000 14, 350, 900 
2. Animal disease and pest control--..- om | 9, 349, 100 9, 349, 100 





Total, plant and animal disease and pest control_-_- | 21, 200, 000 23, 700, 000 





An increase of $2,500,000 for control of the gypsy moth, a scious pest of 
forest, fruit and shade trees, and ornamentals. 

Need for increase.—The subappropriation for “Plant and Animal Disease and 
Pest Control,” includes under the activity, “Plant disease and pest control” 
funds for the control of gypsy moth. The allocation for the gypsy moth control 
program in fiscal year 1957 is $545,200. 

The gypsy moth is a serious pest of forest, fruit and shade trees, and ornamen- 
tals. The caterpillars, or larvae, feed on foliage and often strip large areas 
of woodland. Defoliation retards tree growth and weakens the trees. Re- 
peated defoliations may kill the trees. While the gypsy moth normally prefers 
hardwood trees, pine and other valuable trees are frequently attacked. Gypsy 
moths cause damage not only to trees on farms and forest but also to trees in 
recreational and residential areas. 

Normally the natural spread of the gypsy moth is relatively slow. The female 
cannot fly, but newly hatched larvae are often carried considerable distances 
by strong winds. Usually long-distance spread occurs as a result of egg masses 
being carried on articles in commerce such as timber and quarry products, 
Christmas trees, nursery stock, and the like. The recent hurricanes along the 
Atlantic seaboard have also been a contributing factor in the recent spread of 
the pest. 

Until recently, a cooperative Federal-State regulatory and control program had 
been successful in confining gypsy moth infestation to the New England area 
and a narrow strip in eastern New York. During the outbreak of 1953 and 1954 
which was the most intense and widespread of any yet experienced in this 
country, the current program proved inadequate to hold infestation in check. 
Recent surveys have confirmed a light but scattered infestation over large areas 
to the south and west of the area heretofore described as generally infested. 
This development leaves no natural barrier which could be utilized in a future 
holding program. Natural spread to the west and south is likely to continue at an 
accelerated rate. The threat to the extensive hardwood forests of the eastern 
and central parts of the United States is great. 

Quarantine enyjorcement.—A Federal quarantine has been effectively enforced 
for many years to prevent interstate spread from the infested area. Partially 
infested States have parallel State quarantines to protect their uninfested 
portions. These quarantines regulate movement of products that may carry 
infestation and provide for treatment of infested materials so that they may 
move safely in commerce. Control work carried on in areas from which such 
products are shipped is an effective aid to quarantine enforcement. 

Adequacy of available procedures.—In 1946 DDT in oil applied by aircraft as 
a mist spray was used for the first time with spectacular results. Since then 
control procedures have been further perfected and the per acre cost substan- 
tially reduced. DDT is applied when the insects are in the larval stage which 
permits a control season of about 60 days’ duration. One properly applied 
treatment at the rate of 1 pound of DDT and at the overall cost of $1 per acre 
will achieve eradication. 

Outlook.—The gypsy moth now infests an estimated 35 to 40 million acres. 
The infestation is mostly in New England, however, it now extends to some 8% 
million acres in southeastern New York and limited areas in 2 counties in Penn- 
sylvania, and 2 in New Jersey where infestation was discovered following the 
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widespread and destructive outbreak of 1953 and 1954. It is now generally 
accepted by forest conservationists and entomologists alike that there are no 
further natural barriers to fall back on as an aid in preventing spread to the 
west and south. Should the gypsy moth reach the southern Appalachians and 
the Ozarks it may find conditions, both climate and forest type, more to its 
liking than it has in New England. It is estimated that the gypsy moth now 
infests about 2 percent of the area of the United States. 

State cooperation.—On March 5, 1956, representatives of State departments of 
agriculture, plant boards, and conservation departments met with representa- 
tives of the Department to consider a future course of action. The size and 
scope of the problem was discussed and there was complete agreement on the 
following points: 

1. The need for vigorously attacking the problem because of the extent of 
spread of the infestation and the seriously increasing losses that will occur if 
spread continues. 

The efficacy of the present control methods. 

The practicability of a program designed first to push the western periphery 
of the infestation area back to the Berkshires and Green Mountains which 
constitute the only natural barrier to western spread, with the view to eventual 
eradication. 

4. That action should be initiated during the current fiscal year, recognizing, 
however, that completion of the program would require increased support by the 
Federal Government and the cooperating States for some time in the future. 

Vethod of financing.—During the period 1948 through 1955 Federal support for 
all phases of this program approximated $565,000 annually. The amount con- 
tributed by cooperating States, cities, towns, and individuals during this same 
neriod increased from $1,350,000 in 1948 to a maximum of about $2,302,000 in 
fiscal year 1955. It is expected that in the aggregate the States will share in the 
overall cost of the expanded program on about a 50-50 basis. The extent of re- 
sponsibility resting with individual States will be worked out in joint confer- 
ences, giving appropriate recognition to values at stake in relation to the size 
of the area needing treatment, and the immediate benefits to be realized in the 
way of protection to woodlands, parks, and recreational areas. 

Proposed plan.—This budget amendment is proposed to continue the expanded 
program and to cooperate with the States where infestation occurs in carrying 
out control measures where necessary to prevent widespread damage to timber 
and recreational areas in the fiscal year 1957. It would provide for spraying ap- 
proximately 214 million additional acres. Contracts would be let to apply 
DDT spray by either aircraft or mist blowers. Multimotored aircraft will nor- 
mally treat 1,200 to 2,000 acres per hour of actual flying time. Contractors 
with necessary experience and equipment are available to do the job. 

It is estimated that funds at this same level will be required for a period of 
S to 10 years to insure the initial treatment of all known infested areas, in- 
cluding seattered infestations in new areas totaling 8°4 million acres. The 
program being undertaken contemplates the eventual eradication of the gypsy 
moth. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 28, 1956. 
Hon. JAMIE L. WHITTEN, 
House of Representatives. 

Dar CONGRESSMAN WuiITTEN: This is in response to your request for a state- 
ment regarding the gypsy-moth program. 

The larval form of the gypsy moth is a destructive defoliator of forest, shade, 
and fruit trees and of ornamentals. A pest introduced from abroad many years 
ago, it has been confined until recently to the New England States, a narrow strip 
of eastern New York and sporadic infestations in New Jersey, Ohio, Pennsyl- 
vania, Canada, and Michigan. The Federal program of quarantine and sup- 
pression has been designed primarily to assist the States in eradicating outlying 
infestations, and preventing long-distance spread of the pest through quarantine 
action. Federal expenditures for these purposes have approximated $545,000 
per year, 

During the past two seasons, trapping and inspection surveys disclosed a very 
serious spread of this pest in southeastern New York with extensions into north- 
ern New Jersey and eastern Pennsylvania. Winter egg surveys in these States, 
which are now substantially completed, have confirmed the earlier indications of 
scattered infestations in new areas totaling 834 million acres. 
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The Department has not recommended an increase in the appropriation for 
this work. Gypsy-moth control is a joint responsibility. For the work to be 
successful a substantial proportion of the planning and financing of additiona] 
work must be done by State and local agencies and interested organizations in 
areas where infestation exists. 

You will recall that during the hearings we reviewed with the committee a 
statement of policy and procedures recently worked out by the Department and 
the States covering Federal-State relations in pest prevention and control actiy- 
ities. Im furtherance of the procedures outlined in that statement, the De- 
partment is evaluating the gypsy- -moth problem in collaboration with the States, 
The Agricultural Research Service has invited the heads of State departments of 
agriculture, plant boards, and conservation departments to a meeting to be held 
in Washington next Monday, March 5. All information available to the Depart- 
ment will be presented at that meeting for comparison and consideration with 
information presented by the States. The conclusions reached will help the 
Department in formulating and guiding its future program. We feel sure the 
meeting will also assist the States in formulating their programs, 

We are attaching a map showing the areas of new infestation as indicated by 
last summer’s trapping and tables showing Federal and non-Federal expenditures 
during the period 1948-56. 

Sincerely yours, 
EB. L. PETERSON, 
Assistant Secretary. 


(The map referred to above was submitted to the committee.) 


Gypsy-moth control 
FEDERAL OBLIGATIONS, 1948-56 (ESTIMATED) 































































l | | 
| Esti- 
1948 | 1949 1950 | 1951 | 1952 1953 1954 1955 mated 
1956 
ie er Tore 7 r ve . ar 
Connecticut. . _- $71, 900) $79,900) $70,226) $64,374) $76,426) $78,170) $88,570) $63,700} $61, 300 
Maine. -- aan 23, 300} 23,600) 22,851) 21, 500) 17, 984) 41, 460 21, 827 21, 500 18, 700 
Maryland ! Seta ea . Lo soveinns : Sian alata 8, 000 5, 900 
Massachusetts.....| 68,800} 85,000} 104,447/ 87, 330) 92,521) 81,692) 57,240} 48,200] 42, 400 
Michigan ----- fs ee Shenk] ‘ |--- ks I tefennbh 3,020) 15,200} 13,600 
New Hampshire_--}| 23,400) 24,400) 17, 380 1s 305) “13, 060; 25,986 19, 244 19, 700 20, 700 
New Jersey__.._-_-| 700 600 768) 347 345) 1, 883 1, 621 1, 500 700 
New York_----..--| 126,300] 140,300} 145,013) 171,731] 187,994) 128, 567| 182,292) 258,000] 234, 700 
Oklahoma !______-- ; .ilcieene Jaaheteske = | 14,466). 28873] .10,070]-:..---. 1.-... 
ore ae 174, 166) 146,200) 108, 423) "93, 731| 49,707; 30,112 20, 068 25, 700 33, 100 
Rhode Island----- 9,114) 9,400| 8.500) 7 1,278) 5,712} 6,495] 6,925] 4,600] 3, 200 
Vermont. | 77,600) 80,700) 70,094 ,321) 85,727) 92,958) 62,666) 57,600) 66,300 
District of Colum- | 
i | ee ae ee, 21, 845 23,854] 41,026) 26,799] 27,980] 32,900) 44,600 
| SEEN 603, 864) 617,258) 569, 547 57 584,948) 537, 694/ 502,423) 556,600} 545, 200 























NON-FEDERAL OBLIGATIONS, 


1948-56 (ESTIMATED) 






















| | | | 
Connecticut - -.---- | $36,420) $48,721) $54,800) $57,240) $94,877) $57,960) $42,000) $255, 000) $290, 000 
Maine : 20, 000 29, 300 29, 500 47, 000 33, 500' 62, 400 60, 650 41, 600 43, 100 
Massachuse tts_. -.--| 862,053) 910, 543) 814, 270)1, 246,315) 588,175) 849,628) 812, 070}1, 279, 500) 870, 500 
Michigan_- pad ees sebaceddabes -ceneiekane beni lain sash 73,440} 57,000 
New Hampshire. -- 36, 496 42, 337| 34, 295 88,718) 91, 052) 89, 70 84, 092) 184,000) 126,350 
New Jersey-.--.---- 13, 175 13, 781 15, 410 14, 435 12,845) 23, 680 23, 680 23, 680 20, 455 
New York_.-....---| 200,000) 224,000) 218,000 312,972) 354,854) 359,930) 364,107) 196,550) 290,775 
Pennsylvania... -- 170, 000} 199, 788) 121, 598) 124,140; 116,943) 65,000) 117, 000) 119,000; 120, 000 
Rhode Island _-----} 9, 000 6, 000 5, 000 95, 800} 106,763) 120,483) 113,075) 104,210) 110,960 
Vermont__.._---- 2, 848 3, 326 3, 000 6, 239) 12,955) 15,550) 12, fa 25,500) 24, 910 


PE iiicnhes 1, 349, 992 1, 477, 796 1, 295, 87 3.1, 992, 859 1, 4U, 964 1, 644, 331 1, 629, 1842, 302, 480 1, 954, 050 





1 Equipment center. 


Gypsy Motu PrRoGRAM 





Until recently, the cooperative Federal-State regulatory and control program 
had been successful in confining infestations of the gypsy moth to the New 
England area and a narrow strip in eastern New York. During the past two 
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seasons, however, trapping and inspection surveys disclosed a very serious 
spread of this pest in southeastern New York with extensions into northern 
New Jersey and eastern Pennsylvania. The gypsy moth is a potential threat 
to hardwood forests throughout the eastern half of the United States. 

The Agricultural Research Service invited representatives of State depart- 
ments of agriculture, plant boards, and conservation departments to a meeting 
in Washington on March 5 to discuss the situation and formulate conclusions 
which would be helpful in guiding future programs. There is attached a résumé 
of that meeting. The group expressed the need to redirect the gypsy-moth 
program to eliminate the moth from the areas recently infested and to work 
toward ultimate eradication from all infested areas. The group agreed that 
the techniques and procedures that have been developed during the course of 
the Federal-State cooperative program are effective to accomplish eradication if 
applied on a proper scale and with adequate public relations in the infested areas. 

Many Members of Congress have urged upon the Department the necessity 
for developing a plan for the operation and financing of an all-out Federal-State 
gypsy-moth-eradication program to be instituted at the earliest practicable date. 

The current Federal allocation for the gypsy-moth work totals $545,200, and 
non-Federal participation $1,954,050. The estimated geographical distribution 
of both Federal and non-Federal funds for 1956 fiscal year follows: 


Federal Non-Federal 





Connecticut $61, 300 $290, 000 
Maine 18, 700 43, 100 
Maryland ! 5, 900 |- Settee aris 
Massachusetts 42, 400 870, 500 
Michigan 13, 600 57, 000 
New Hampshire 20, 700 126, 350 
New Jersey 700 20, 455 
nian Rin ie eed eaten 234, 700 290, 775 
Pennsylvania 7 33, 100 120, 000 
Rhode Island 3, 200 110, 960 
Vermont. - 66, 300 

District of Columbia 





545, 200 | 1, 954, 050 


1 Includes equipment center. 


There is little likelihood of any substantial increase in State and local funds 
for the fiscal year 1956 as most of the State legislatures are not in session at 
this time. In 1957, the extent of responsibility resting with individual States 
will be worked out in joint conferences, giving appropriate recognition to values 
at stake in relation to the size of the area needing treatment, and the immediate 
benefits to be realized in the way of protection to woodlands, parks, and recrea- 
tional areas. It is expected that the States will increase their support of this 
program as the result of increased Federal participation. State participation 
may be expected to vary from 15 to 20 percent of the overall cost in some States, 
to 60 or 70 percent in other States. It is expected, however, that the overall 
cost of the program will be shared on about a 50—50 basis. 

Since the present course leads to further natural spread of the pest with a 
corresponding year-to-year increase in the size, complexity, and cost of both 
the quarantine phases of the program and the control work conducted by the 
States where infestation is causing damage, and since there was general agree- 
ment that the Federal Government should take immediate action this year to 
initiate an expanded spray program designed to immediately eliminate the scat- 
tered infestations in Michigan, Pennsylvania, and New Jersey and to push back 
the infestation in New York, the Department proposed a supplemental estimate 
for the control program for this fiscal year. The Budget Bureau transmitted to 
Congress on April 10, 1956, an estimate providing $500,000 additional to initiate 
an expanded spray program (S. Doe. 112). Since effective spraying can only 
be conducted during the period April 15 to about June 15, it is essential that 
funds a any spray program to be conducted in 1956 be made available as soon 
as possible, 
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RESUME OF A MEETING Hetp To CoNSIDER THE Gypsy MorH ProsLeM, UNITED 
STATES DEPARTMENT OF AGRICULTURE, WASHINGTON, D. C., Marcu 5, 1956 


The meeting opened with 15 States represented. The Chairman outlined the 
purpose, stressing the countrywide interest that has developed in the gypsy moth 
problem as indicated by the number of inquiries reaching the Department 
There was need to consider with the States a source of action for the future, so 
as to derive the usmost in results from State and Federal expenditures. Such 
a meeting is in accordance with the policy on Federal-State relations in pest 
prevention and control activities jointly developed by representatives of the 
Department and the Executive Committee of the National Association of Com- 
missioners, Secretaries, and Directors of Agriculture. 

A colored movie of the gypsy moth reviewed the life habits of the pest, the 
extent and type of damage that it has caused in New England and the effectiveness 
of current control procedures. Some 8 or 10 colored slides were shown emphasiz- 
ing particular phases of the program. 

A prepared statement on survey procedures described the unprecedented 
spread of the pest since 1953, and the improvements that have been made in 
trapping methods in recent years. 

Representatives from States having had long experience with the gypsy moth 
were invited to present their views on the subject. Representatives from States 
as vet free from the infestation were called upon to express their views. 

The enclosed situation statement was then offered for consideration by the 
group. 

The discussion that followed led to general concurrence in the following: 

(1) The gypsy moth is capable of causing extensive damage to timber and 
recreational values throughout the area from the Mississippi Valley east. 

(2) There is little to be gained and much to be lost by merely extending the 
present Federal-State resources to cover the enlarged area. 

(3) The demonstrated efficiency of control procedures now in use and the 
damage that would accrue to additional States as they become infested justifies 
a much more vigorous program than is now in operation. 

(4) A carefully planned and executed education and public-relations program 
must precede expanded spraying operations. 

(5) Because of the many factors that must be taken into account in planning 
and executing a program of this kind it was considered inadvisable to estimate 
a completion date. 

(6) It was agreed that the quarantine has been highly successful in preventing 
long-distance spread of the pest. To prevent local spread, however, regulations 
must be backed up with spraying operations aimed at putting out the small fires 
that may come to light along the periphery of the generally infested area. 

(7) Survey procedures have been refined to a point that the presence or ab- 
sence of the gypsy moth in a given area may be determined with a high degree 
of effectiveness and at relatively low cost. 

Experience in carrying out large-scale control operations in Massachusetts was 
reviewed in some detail. This included a discussion of the spray program on 
Cape Cod 4 years ago and work of a similar character that has been done else- 
where in the State since then. 

Considering the cost of year-to-year control in States such as Massachusetts, 
Connecticut, and eastern New York and the losses accruing in spite of such control 
effort, it was considered both feasible and economically sound to take the neces- 
sary steps to prevent further spread. There was complete agreement on effec- 
tiveness of procedures now available. 

The three alternatives outlined on page 4 of the situation statement were dis- 
cussed at length. Alternative No. 1 was considered inadequate. A program 
aimed at preventing or retarding the spread of an insect such as the gypsy moth 
cannot remain static. Either ground is gained or lost. To confine infestation 
to the area the gypsy moth now occupies without the help of a natural barrier 
of some kind has proved to be expensive and not entirely adequate. 

The States bordering the generally infested area and those in line of spread 
were generally in agreement that an all-out eradication program should be 
undertaken immediately. While in earlier years, materials and equipment offered 
less encouragement to undertake eradication of a widespread pest, the point 
was made that modern methods provide much better opportunity for eradication 
than have existed heretofore. 

Much attention was devoted to the need for educational work and public rela- 
tions in advance of an expanded spray program, particularly in suburban areas 
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and under circumstances where pastures for livestock, home gardens, and 
lakes and streams stocked with fish may be involved. 

States within the generally infested area questioned whether the participating 
agencies should be committed to an all-out eradication program at this point. 
After reviewing experiences in Massachusetts, both with respect to the effective- 
ness of the spraying that was done on Cape Cod, and the favorable attitude of 
the public toward such a program once benefits are fully recognized, representa- 
tives of States that do not have infestation as yet but are in the path of recent 
spread were unanimous in their support of an aggressive spray program directed 
toward eventual eradication of the pest. 

The concluding remarks of a number of conferees emphasized the need for 
complete Federal-State cooperation in an undertaking of this kind—and a posi- 
tive goal to shoot at. The goal identified as being the most realistic was to 
undertake immediately the elimination of known infestations in Michigan, New 
Jersey, and Pennsylvania, and to spray a protective border in New York State, 
this year’s work to be followed in 1957 and succeeding years with a further 
expansion of the program, looking to the eventual eradication of the pest. 
Representatives from Massachusetts, Pennsylvania, Michigan, and New Jersey 
each cited evidence of what can be done in the way of accomplishing permanent 
relief from the pest. The approach generally favored would permit year to 
year evaluation of the program as progress is made, first in reducing the area 
of extension of the moth, and finally in working toward complete eradication. 


THE Gypsy MOTH PROBLEM 


(ieneral situation 


The gypsy moth is a destructive defoliator of forest, shade, and fruit trees, 
und of ornamentals. Until recently it was known to occur only in the New 
England States and in a narrow strip of eastern New York. From time to time, 
outlying infestations have appeared in New Jersey, Ohio, Pennsylvania, and 
Canada, but these have been eradicated. An infestation was found at Lansing, 
Mich., in 1954 and is in the process of extermination. 

Normally the natural spread of the gypsy moth is relatively slow. The female 
cannot fly, but newly hatched larvae may be carried considerable distances by 
strong winds. Usually long-distance spread occurs as a result of egg masses 
being carried on articles in commerce such as timber and quarry products, 
Christmas trees, nursery stock, and the like. 

Importance as a pest 


Gypsy moths cause damage amounting to hundreds of thousands of dollars 
annually. Defoliation by larvae in the spring and early summer retards the 
zrowth of trees. Repeated defoliations reduce the market value of the timber, 
and ultimately may kill the trees. Such damage is often cumulative to the forest 
site and may extend years beyond the initial injury. Openings in forest stand 
resulting from tree mortality permit rapid drying of the forest floor. Under 
these conditions weed trees reproduce and it may take years to restore the 
stand to full production. Trees weakened by defoliation are susceptible to 
disease and attacks of other insects, notably bark borers. During outbreak 
years, immeasurable damage is done to recreational areas, farm woodlots, parks, 
and shade trees. The gypsy moth is a potential threat to hardwood forests 
throughout the eastern half of the United States. 


Status of infestation 


Until recently, a cooperative Federal-State regulatory and control program had 
heen successful in confining infestation to the New England area and a narrow 
strip in eastern New York. During the outbreak of 1953 and 1954 which was 
the most intense and widespread of any yet experienced in this country, the 
current program proved inadequate to hold infestation in check. Surveys now 
under way in the vicinity of traps that caught male moths during the past 
summer have established a light but scattered infestation over some 8% million 
acres to the south and west of the area heretofore described as generally infested. 
(his development leaves no natural barrier which could be utilized in a future 
lolding program. Unless the western boundary of infestation is restored to the 
berkshires and the Green Mountains where forest growth is largely resistant 
'o Sypsy moth attack, and an effective quarantine can be maintained at reason- 
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able cost, natural spread to the west and south is likely to continue at an 
accelerated rate. 


Quarantine 


A Federal plant quarantine has been effectively enforced for many years to 
prevent interstate spread from the infested area. Partially infested States have 
parallel State quarantines to protect their uninfested portions. These quaran- 
tines regulate movement of products that may carry infestation and provide for 
treatment of infested materials so that they may move safely in commerce, 
Control work carried on in areas from which such products are shipped is an 
effective aid to quarantine enforcement. Expansion of infested areas by wind- 
spread has focused attention on the need for cooperative control work in 
peripheral areas to support quarantine action. Regulatory procedures have now 
been developed to the point that any areas freed of moths may be protected from 
reinfestation without any material increase in the cost of quarantine work. 
Surveys 

To effectively enforce quarantines the extent of infestation must be known. 
Surveys are necessary for this purpose and to determine where control work 
should be done to prevent economic damage. From such surveys the attached 
map shows the extent of infestation prior to 1954 and where infestations were 
discovered in 1954 and 1955. Survey methods are considered adequate to sup- 
port at nominal cost, an aggressive program of control or eradication. 


Role of the Department 


In cooperating with the States having gypsy-moth infestation the Department 
has (1) enforced the Federal quarantine, (2) cooperated with States to delimit 
infestation and determine where control work is needed, (3) furnished technical 
aid to States in survey, control, and enforcement of State quarantines, (4) aided 
States in stamping out outlying infestations, and (5) conducted research in 
methods of control and survey procedures and has introduced parasites and 
predators to aid in population suppression. 


Adequacy of available controls 


Prior to World War II control measures were costly and only reasonably effec- 
tive. Prevention of spread was primarily a matter of strict quarantine enforce- 
ment. In 1946 DDT in oil applied by aircraft as a mist spray, was used for the 
first time with results that could be described only as spectacular. Since then 
control procedures have been further perfected and the per-acre cost substantially 
reduced. DDT is applied when the insects are in the larval stage which permits 
a control season of about 60 days’ duration. One properly applied treatment at 
the rate of 1 pound per acre will achieve eradication. 

DDT spray may be applied with either aircraft or mist blowers. Airplanes 
are considered essential for spraying large areas of woodland. Multimotored 
aircraft will normally treat 1,200 to 2,000 acres per hour of actual flying time. 
Individual contractors can be expected to provide the necessary aircraft and 
ground support to treat one-half million acres or more during a 60-day period. 
Some are equipped to handle up to a million acres. 


Natural controls 


The gypsy moth is beset by a number of natural enemies. A number of para- 
sites and predators of the insect were introduced from Europe and Asia several 
years ago. A few species have become quite generally established in the areas 
where gypsy moths are abundant. Some winter mortality occurs to eggs de- 
posited above the snow level. Under certain conditions of temperature and 
humidity a virus commonly called the wilt disease reduces larval populations 
drastically. It remains, however, that widespread and destructive outbreaks of 
the moth continue to occur at intervals of 5 to 8 years within the areas where 
parasites and predators are firmly established. Seldom have natural enemies 
proved of any consequence in holding populations in check in new areas of infesta- 
tion. The gypsy moth now infests an estimated 35 to 40 million acres in New 
England and eastern New York. This includes some 8%4 million acres in south- 
eastern New York and limited areas in 2 counties in Pennsylvania, and 2 in New 
Jersey where infestation was discovered following the widespread and destruc- 
tive outbreaks of 1953 and 1954, 


Cost of control 


During the period 1948 through 1955 Federal support for all phases of this 
program approximated $565,000 annually. The amount contributed by cooperat- 
ing States, cities, towns, and individuals during this same period increased from 
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$1.350,000 in 1948 to a maximum of $2,302,480 in fiscal year 1955 (see attached 
table for breakdown by States). 


Outlook 

It is now generally accepted by forest conservationists and entomologists alike 
that there are no further natural barriers to fall back on as an aid in preventing 
spread to the west and south. Should the gypsy moth reach the southern Ap- 
palachians and the Ozarks it may find conditions, both climate and forest type, 
more to its liking than it has in New England. It is estimated that the gypsy 
moth now infests about 2 percent of the area of the United States. This includes 
probably 10 to 12 percent of the highly susceptible timber east of the Mississippi 
Valley. The attached map presents a graphic picture of the area under quaran- 
tine and the new areas that have become infested since 1952. To effectively 
cope with the situation the following alternatives have been considered. 

(1) To accept the status quo, revise the Federal quarantine to include the 
new areas that have become infested, and concentrate Federal effort on the 
prevention of long-distance spread, leaving for the States the responsibility for 
all necessary control work within the generally infested area. 

(2) To undertake an expanded spray program designed to immediately elimi- 
nate infestation in New Jersey, Pennsylvania, and Michigan and to apply the 
initial treatment to infested areas west of the Berkshires and the Green Moun- 
tains as they afford the only natural barrier to westward spread of the insect. 
As an integral part of this program, provision would be made to cooperate with 
the New England States in carrying out control measures where necessary to 
prevent widespread damage to timber and recreational values. 

(3) The third alternative would be to undertake immediately an all-out pro- 
gram of eradication to be accomplished within a period of 8 to 10 years. 
Discussion 

The proposal outlined in numbered paragraph 1, provides for (a) Federal as- 
sistance in conducting surveys to establish the presence or absence of infesta- 
tion, and to keep States advised of areas under quarantine; (6) the inspection 
and certification of products moving from infested to uninfested parts of the 
country to prevent long-distance spread and (c) some assistance to States in 
organizing and supervising spray programs designed to suppress so-called out- 
lying infestations or those located at points remote from the area of general 
infestation. 

In this proposal the responsibility for any control work conducted for the 
protection of forest and recreational values within the general infested ares 
is left largely to the individual States to work out in their own way. This 
proposal follows rather closely the program now in operation. The current 
Federal appropriation of approximately $545,000 is used largely for enforce- 
ment of the Federal quarantine and other functions designed to protect unin- 
fested parts of the country, and the States having infestation are spending 
approximately $1.5 million annually to finance control work where necessary to 
prevent serious defoliation, and to meet local regulatory requirements. 

To follow this course undoubtedly will lead to some further natural spread 
of the pest with a corresponding year-to-year increase in the size, complexity, 
and cost of both the quarantine phases of the program and the control work 
conducted by the States where infestation is causing damage. It is estimated 
that over a 20-year period this program would cost approximately $40 million. 

The proposal outlined in numbered paragraph 2 provides (a) for spraying at 
the earliest possible date infestations that have become established in New Jer- 
sey, Pennsylvania ,and Michigan. This will forestall the need for extending the 
quarantine to these areas, and should accomplish the important objective of pr>- 
venting further spread; (b) undertaking immediately a Federal-State coopera- 
live program designed to treat all infestation west of the Berkshires and the 
Green Mountains in a period of 4 to 5 years. This would involve spraying 10 to 
12 million acres at an estimated cost of $1 per acre. The current Federal and 
State appropriations would be used to conduct surveys to define areas needing 
treatment, finance quarantine enforcement, and provide for cleanup work fol- 
lowing the initial treatment. 

Completion of this program would restore the western boundary of the in- 
fested area to the Berkshires and the Green Mountains which afford the only 
natural barrier to westward spread of the moth. Once this is accomplished the 
cost of quarantine enforcement would be greatly reduced and approximately one- 
third of the total area of infestation, as it exists today, would have received the 
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initial treatment with DDT. The estimated overall cost of this phase of the pro 
gram in addition to funds currently available for survey, quarantine, and clean- 
up, would be 10 to 12 million dollars distributed over a 4- to 5-year period. 

It will be recognized that this program would follow a course not widely 
different from the initial phase of an all-out eradication effort, but such an 
approach would allow time for States that are now on a year-to-year contro! 
basis to adjust their programs to one of eradication. 

The alternative outlined in numbered paragraph 3 needs little discussion. It 
provides for an all-out eradication program with the initial treatment of all 
known infested areas to be accomplished within an 8- to 10-year period. It is 
estimated that such a program, exclusive of the necessary surveys, quarantine 
enforcement, and cleanup, would cost in the neighborhood of 30 to 35 million 
dollars. 

The several functions involved in gypsy-moth contro] are to some degree sea- 
sonal. Effective spraying can be done only during the period April 15 to about 
June 15. Trapping to establish presence or absence of the pest lasts about 
6 weeks in July and August. The survey or inspection work conducted to estab- 
lish the limits of infestation in areas where traps have caught moths can best 
be done during late fall and winter, beginning about the time the leaves have 
fallen. 


Gypsy-moth control 
FEDERAL OBLIGATIONS 1948-56 ESTIMATED 
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1 Equipment center. 


Mr. Wuirren. Doctor, do you have any prepared statement you 
would like to present ? 

Dr. Crarxson. No, sir; I do not. Mr. Peterson presented in his 
statement the overall situation on the gypsy moth. 

Mr. Wurrren. There is a question that arises in my mind. As I 
recall all this deluge of telegrams we got back earlier in connection 
with increasing funds for the gypsy ‘moth control, we took it up 
then with you folks in the Department and asked you to give us your 
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ideas after giving it your attention—and you had already given it 
attention—when we asked for a report, my recollection is that the 
amount was $1.5 million, while the amendment to the budget refers 
to $2.5 million. Is my memory at fault, or was $1.5 million the original 
figure ? 

REVIEW OF GYPSY MOTH PROGRAM 


Dr. CLarkson. Your memory is correct, as I recall it. The people 
from the States and the industry who had given a great deal of 
attention to this had considered that $1.5 million ought to be added 
this fiseal year to the spraying program which would treat about 1.5 
million acres of this newly infested area and start pushing the infes- 
tation back. 

We took time to study this situation carefully. When the winter 
egg surveys were just about completed we got together with the States. 
It seemed to us that we were at the crossroads of this program, so to 
speak; that it had pushed out a considerable distance beyond where 
there are natural barriers to help us; that we should consider whether 
the methods and procedures that were in use were worthwhile and 
whether the expenditures of public funds were needful and valuable 
to the areas that were to be protected; and whether the methods which 
had been worked out and developed, principally during the past 5 
years, were sufficient to assure the ability to eliminate the pest in 
any given area. 


CONCLUSIONS REACHED WITH REPRESENTATIVES FROM THE STATES 


The meeting we had on March 5 with representatives of the infested 
States and a scattering of other States that are in the path of infes- 
tation showed very clearly a unanimity of opinion that the methods 
which have been developed assure that with proper application the 
pest can be eliminated from any given area with this spray program 
using DDT. 

Unless there are accidents or miscalculations in the work, or unless 
there are reinfestations from the periphery, once having sprayer an 
area with this insecticide that area is from then on free of the gypsy 
moth. 

The spraying has to be done between April 15 and June 15. That 
is the time when the larvae are out and are susceptible to this 
spraying. 

Due to the lateness in the year we requested a half million dollars 
this year instead of the $1.5 million the industry and the States 
had been talking about. Then in our evaluation of what is needed 
in future years we considered that $2.5 million was the minimum if 
we are really to aim at eradicating this pest, first from the bulge 
in New York, Pennsylvania, and New Jersey, and then finally from 
all of New England. 

Our figures are based on our own evaluation of the problem. If 
we had time this year to do more we would have asked for a larger 
sun of money during this year. 
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COST SHARING 


Mr. Wuirren. I notice you say tentatively it would be on a 50-50 
basis. Do you have any tables showing what the States in this af- 
fected area have spent and what the Federal Government has spent 
in the area during the last several years ? 

Dr. CiarKson. Yes, sir; we can get up a table that will carry it 
back 4 or 5 years. 

Mr. Wuirren. We would like to have that in the record at this 
point. 

Dr. CLarKson. Yes, sir. 

(The information is as follows :) 


Gypsy Moth control—1952-56 


Federal obligations | 
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Rhode Island _- 5,712) 6,495) 6,925) 4,600] 3,200) 106,763) 120,483) 113,075) 104,210) 110,960 
Vermont 85, 727| 92,958) 62,666) 57,600) 66, 300 12, 955 15, 550 12, 510 25, 500! 24, 910 
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Total ________|584, 948) 537, 694 502, 423 556, 600 545, 200) 1, 411, 964 1, 644, 331 1, 629, 184 2, 302, 480 1, 954, 050 
| 


1 Operated in Oklahoma, 1952-54, and in Maryland, 1955-56. 
PLAN FOR USE OF FUNDS 


Mr. Wurrren. What is your plan insofar as the use of these funds 
between you and these various States is concerned? Do you require 
matching money on the part of the States? 

Dr. CuarKson. No, sir. It was not our intention to require match- 
ing money. With this amount we would have a total of just over $3 
million. The States now have a total of approximately $2 million. 
We would have to spend about a half million dollars on quarantine, 
survey and the inspection of materials shipped out under quarantine. 
The States have some of that work to do. The States are, with their 
present money, in a position to spray about 1 million acres. 

That work must go on to a large extent in the same manner for tl 
first year where the work is on suppressing infestations to siete 
real damage in their areas, but as we come to those areas the money 
put in by the States would be converted into the cooperative eradica- 
tion program alongside of ours. 

Some States I am sure will put in more money than we will. In 
other States I am sure we will put in more money than the States. 
That will depend upon the circumstances, but in the aggregate it will 
be on about a 50-50 basis. 

Mr. Wuirten. You are not asking for this money with any freeze 
as to what part shall go to any particular State ? 
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Dr. CLarKson, No, sir. 

Mr. WuitTen. But you are getting it in a lump sum, which leaves 
you in a position to deal with the State on the best terms that might 
be appropriate ? 

Dr. CLarKSON. Yes, sir. 


SPRAYING PROGRAM PROPOSED 


Mr. Wuirren. If this money is provided, as I understand it, you 
plan to use planes and spray the timber with DDT. What are the 
mechanics of it? Do you have the planes, or do you obtain these 
planes on contract, or do you cooperate with the Forestry Depart- 
ment, which perhaps has planes? How is that managed in the field? 

Dr. Ciarkson. It would be a contract operation, Mr. Chairman. 
There are operators who are experienced in the area who have the 
planes and equipment to do the work. 

Mr. Wuirren. Would that be on a negotiated basis, or do you let 
the contract on a bid basis? 

Dr. CLarKson. We let it on a bid basis. 

Mr. Wuitten. Have you had enough bidders to feel you are getting 
a dollar value, from the Government’s standpoint ? 

Dr. Porwam. Yes, sir. There are a good many operators in the 
field now who are equipped to handle a job of this kind. In fact, I 
think they contemplate sending invitations to something over 100 
bidders, who either have sufficient equipment or could join up with 
2 or 3 others to have equipment enough to take on a job of this kind. 


FUTURE PROSPECTS FOR CONTROL PROGRAM 


Mr. Wuirren. I recognize the damage that this gypsy moth does. 
You folks called it to our attention in the presentation before us 
which is included in the report. 

Where do we end up in this?) We have the gypsy moth in that 
area, and in other areas there are various other insects. In other 
types of timber you have other problems. We are spraying pretty 
well all over the country. 

Do you envision this is going to be a continuing program we will 
have to meet with spraying pretty well over the continuental United 
States? 

Dr. CrarKson. No, sir; I think that this problem is one which does 
require the efforts of the State and Federal Government if it is to be 
dealt with. It is an introduced pest and has a range where it could 
do damage far greater than the area which is now infested. Although 
money has been spent for a long period of years on this program to 
keep it down and keep it from spreading, we thing now that we have 
the tools at hand to bring this to a final conclusion. 

Mr. Wurrren. You think you can eradicate it under this program ? 

Dr. CLarkson. Yes, sir. We will have to prove that first on these 
peripheral areas, but we are satisfied from what has developed dur- 
ing this past 5 years that this spray method will eliminate the gypsy 
moth from any given area. 
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DURATION OF PROGRAM 


Mr. Wnuirrtrn. If you get the $2.5 million and the $500,000 that 
will be $3 million, and the States have $2 million, so that i is approxi- 
mately $ 5 million in sight for the remainder of this year’s and next 
year’s operation. At that rate how long do you think it would be be- 
fore you would have this badly infested area under control or have 
this problem met ? 

Mr. CLARKSON. With those expenditures we thing that in 8 to 
10 years’ time the entire area can be covered. Now, there is going to 
be some mop up in areas where the effect was not everything that was 
expected, but in general we do not find we have to do very much mop 
up after this tvpe of treatment. As the area contracts, a larger and 
larger proportion of the total expenditure can go into the spraying 
program and suppressive work, and less of it into survey and quar- 
antine. 

PREVIOUS OPERATIONS 


Mr. Wuirren. You have been doing some snraying with DDT in 
this area for several years. Why has it spread like this? Have you 
been doing too little on too small a scale? 

Dr. CLarkson. We have been doing too little. We have had climatic 
conditions which have contributed materially to the spread. The 
entomologists believe that the hurricanes we have had in the last two 
seasons have contributed materially to this spread southward and 
westward. At the same time as the area has gotten somewhat larger 
we have not been able to do a sufficient amount of spraying to keep 
down spread from the periphery, or enough spraying on the heavily 
infested areas to prevent this long-distance spread. 

Mr. Wuirren. Dr. Clarkson, as you know, we have had a long 
period of time where we have seen the grasshopper program come 
before us. I believe the record showed for 15 years it was an emer- 
gency program and carried as such, yet it kept on and on. We have 
seen the pressure on the Department with regard to the Japanese 
beetle. It looked doubtful whether you were making any progress 
toward controling or handling it. but the public pressure to continue 
in that field was rather great. We have seen the same thing with 
respect to the elm disease and various others, because the problem was 
so great. We were doing little about it, but the public wanted you to 
stay in the field. 

The point I make is that if we start into this program, judging from 
all of the telegrams and letters I am getting in behalf of it, can you 
work out an agreement where this will be a 2-year, or 3-year, or 4-year 
program where it will be understood that, if you can solve it in a given 
period of time, you will: but, if you cannot solve it, we can expect you 
to tell us you cannot and you will help us start spending our money 
on a more effective means? I am just trying to see if vou can get this 
set up in a package where we will get rid of it if you think we can and, 
if you do not think so, we will be told and the people will support us 
in cutting back from this $2.5 million annual expenditure. 

Dr. Crarkson. Mr. Chairman, we will certainly tell you if the 
outlook for a favorable conclusion should change. We went through 
these many hours of consultation and discussion on it this spring for 
that very reason. 
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[It shapes up like this: We are now spending, between the States and 
the Federal Government, something over $2.5 million and the infesta- 
tion is continuing to spread. We are keeping down the effects to 
a considerable extent, but it is spreading. If we go on at that rate 
with this larger area we cannot stop the moth from spreading. If we 
put in a real effort and start to push it back I think we are committing 
ourselves to an 8- to 10-year program at this higher rate of expenditure. 

That is a lot of money, and it has to be weighed against the rela- 
tive advantages of living with the gypsy moth and allowing it to 
spread, or pushing it back with real hope of being rid of it once and 
for all. 

Mr. Vursetit. Mr. Chairman, may I ask a question at this point, 
for information ? 

Mr. Wurrren. Mr. Vursell. 


EXPLANATION OF DAMAGE BY GYPSY MOTH 


Mr. Vursetv. I have never been present in the committee when 
you have told what this does to the forests, and particularly what type 
of trees areinvolved. Does it kill the trees? 

Dr. CLarkson. Dr. Popham, will you answer that ? 

Dr. PopHam. It does its damage in the larval stage. The adult is 
a moth. It deposits eggs on the tree trunk or maybe on stones or 
debris in the forest. It isa one-brood-a-year cycle. The larvae begin 
to hatch about the time the leaves are coming out. They are in fact, 
hatching now. For the next 2 months they will be very voracious 
feeders as larvae or caterpillars. After that they pupate and in July 
the moth emerges, so that the damage is done to the trees in their 
early growing season. 

Oaks are one of the favorite food trees. The oaks, birch, and 
cherries; in fact most of the trees that drop their leaves in the fall 
in that area are attacked. In heavy outbreaks all types are attacked. 

Experience with the gypsy moth in New England has shown that 
most of the trees will stand one defoliation but if they are defoliated 
2 successive years extensive killing occurs, particularly of the oaks. 

This insect is different from some other with which we have had 
to deal, in that the larvae string down on a very fine silk-like thread 
that waves in the breeze. They are quite a nuisance in recreational 
areas. In addition to defoliating trees a lot of people are quite 
sensitive to the touch of either the larvae or the thread. So from a 
strictly recreational point of view there is a great deal of interest in 
getting an organized central program underway throughout the New 
England area, 

The gypsy moths get into orchards. They attack some orna- 
mentals, but they are primarily a forest and shade-tree pest. 

Mr. Vourseti. It would seem impossible to me for you to saturate 
or spray a forest where you would ever get rid of them, with the hills 
and hollows and so forth. 


SUCCESS OF PRESENT METHODS 


Dr. Popuam. We have been using the presently available methods 
iow for about 6 years. One of the most extensive undertakings to 
(ate was an isolated infestation in Pennsylvania, in the Scranton- 
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Wilkes-Barre area, which comprised about 100 square miles. That 
infestation was treated over a 4-year period, the last of the area receiv- 
ing treatment in 1950. Observation each year since then, using the 
traps as a check, has failed to catch a single moth in the area treated, 

We have picked up some small infestations that were outside of this 
general area and they have been eliminated as we have come upon 
them. 

We have had experience in a number of localities in eastern New 
York where a single application has resulted in apparent complete 
eradication. 

Mr. Voursetx. It would be your judgment, then, that if we spend % 
million, or $6 million, or $10 million, or $12 million on this by the 
Federal Government, over the next few years, there will be a preser- 
vation of the growing trees, the value of which will be many times 
greater, we will say, than the cost? 


ERADICATION PROGRAM WOULD PROTECT EXTENSIVE UNINFESTED AREAS 


Dr. Popnam. We think the valuations would be much greater. Of 
course, such a program would have the added advantage of protecting 
very extensive areas of hardwoods in the southern Appalachians and 
Central States and into the Ozarks. Some of the scientists, entomolo- 
gists, and foresters who made a rather exhaustive study of this prob- 
lem a few years ago at the request of the Council of State Govern- 
ments concluded that there may be areas in the central part of the 
country and in the Ozarks more to the liking of the insect than New 
England, where it happened to be introduced. In other words, his- 
torically it has been more damaging in the open types of timber to 
be found in the southern Appalachians—or more particularly across 
southern Illinois, Missouri, and the Ozark region. 

Its spread in New England to the north has been limited by the type 
of timber growth that it encounters, plus the lower temperatures that 
prevail. In other words, any time the temperatures fall lower than 
about 15° below zero most of the exposed egg masses are killed. In 
such areas those below the snow will survive. 

Mr. Anpersen. I was going to ask a question on that point. Are 
there any other natural enemies to this pest, aside from the extreme 
frost you are mentioning? 


NATURAL ENEMIES OF GYPSY MOTH 


Dr. PopnHam. Yes, sir, Mr. Andersen; there are a number of para- 
sites that attack the moth. A number have been introduced over the 
years since the gypsy moth was brought into this country. We think 
that the natural enemies have much to do with the outbreak cycle of 
the moth in New England. 

It seems to be peaking there about once in 7 years. That does not 
mean that it causes damage only 1 year out of 7, but it does mean that 
following an outbreak suc ch as we have just been through, when there 
were 3 years of very high populations and severe damage, natural 
enemies increase in numbers, causing a gradual recession of the out- 
break. Low populations may prevail for about a 2- or 3- -year period, 
and then there will be another upturn. Out of the 7 years there would 
probably be 4 when there was quite a little damage and 2 years when 
the damage would be severe. 
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Mr. Anpersen. I had in mind the woodpecker out on Rocky Moun- 
tain ridge, which is the natural enemy of and normally keeps in check 
the Englemann spruce bark bettle, which was finally brought under 
control. 

Dr. Popnam. There is a virus which causes a condition in the larvae 
known as wilt. Once it gets a good start in a heavy infestation of 
gypsy moth it will change the picture in a matter of a few days. _ 

Mr. Pererson. There is an associated relationship to this line of 
inquiry. That is the fact that when this defoliator attacks the foresta- 
tion, it weakens the types of tres it attacks and makes those trees sus- 
ceptible to other forest diseases. That is particularly true with re- 
spect to oak, with respect to a number of fungus-type diseases. We do 
not know, but we think it is true of oak wilt also. 

All the forest species, when weakened, are susceptible to a number 
of pathogenes, many of which we do not know too much about. The 
entire deleterious effect which is not alone in such killing as takes 
place, but the defoliation characteristics of this insect are involved 
and also there is the fact that it weakens the trees and makes them sus- 
ceptible to other diseases. 


ALTERNATIVES TO PROPOSED PROGRAM 


Mr. Anpersen. What is the alternative, Mr. Peterson, to the ex- 
penditure of this money? Suppose we go on the principle that it is 
more or less a hopeless task? I personally do not think it is, but sup- 
pose we consider that. How much of the United States would it 
eventually cover ? 

Mr. Prererson. My best information, from having talked to Dr. 
Popham and his associates and the folks in the Forest Service, is that 
it could extend as far South as into the Ozark Mountain country. Ap- 
parently it attacks the hardwood species and is somewhat more 
proliferous in the warmer areas than in the colder areas. 

Mr. Vursell inquired as to the effectiveness of the spray program. 
Our past experience with massive spraying of forest types has been 
with the spruce budworm in the West and the pine butterfly in Idaho. 
To the best of my recollection, since we have sprayed several million 
acres in Idaho, Oregon, and Montana, in only one area thus far has 
any spot respraying been necessary. Apparently these oil emulsion 
sprays using DDT are quite effective on certain types of insect, of 
which this is one. 

STATE PARTICIPATION 


With respect to Mr. Whitten’s line of interrogation a few moments 
ago, as to the sharing of cost, I believe it was in 1954 when I was in 
the Oregon State Department of Agriculture that I participated in a 
conference with the United States Department of Agriculture people 
here, following the presentation of a budget which had cut back some 
of the items for plant pest and disease control work. At that time 
it appeared to me that we needed some kind of a measuring stick to 
determine not how much money should be appropriated, but what the 
respective responsibilities were of the States and the Federal Govern- 
ment in this general area of governmental activity. 

hat view was taken up by the State departments of agriculture and 
plant boards and some efforts were made along that line. 
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It was late last year, I believe, that the Department did reach agree- 
ment with the State departments of agriculture and the plant boards 
as to general criteria which might be used as a measuring stick, so to 
speak, to determine the respective responsibilities of the two govern- 
mental agencies in this type of work. Those are general criteria, but 
they do have application to this problem. 

We would anticipate under those criteria we would have at. least 
50 percent participation by the States. This statement should be 
made, however: Once committed to an eradication program, if the 
States do not come in with their share the Federal Government, if it 
is to achieve the benefit of the eradication effort, would have the neces- 
sity of carrying on that effort whether the States met their full quota 
or not. As of this moment we have no reason to believe that the 
States will not pay at least on a 50-50 cost basis in an eradication 
effort. 

We, of course, cannot say conclusively that an eradication effort 
would be successful. On the basis of experience the Department has 
had, both in the Agricultural Research Service and the Forest Service, 
we have very good reasons, we think, to anticipate that the eradication 
effort would ultimately be successful. 

Mr. Anpersen. I can only say that my people in Minnesota are 
very much interested in preventing that scourge, you might call it, 
from coming into our State. 


TIMBER DAMAGE BY GYPSY MOTH 


Mr. Wurrren. Approximately how much damage has been done? 


That would you estimate é al damage as of now? Wha 
What would you estimate the annual damage to be as of now? What 
is the potential damage, figuring it either in board-feet of timber or 
in dollars and cents value ¢ 

I realize that is a rather broad estimate I am asking from you, but 
you have to have some kind of comparison for what you are trying 
to determine. 

Dr. Pornam. I could give you some general figures on that. 

Y > i : Y 7 . M . ° 

Mr. Wuirtren. Please put them in the record in the best form 
possible. 

(The information requested is as follows :) 


Losses CAUSED BY Gypsy MoTH 


Defoliation by the gypsy moth causes economic damage by retarding the 
growth of trees, or creating other conditions that impair land values, and may 
ultimately kill the trees. The amount of defoliation varies from year to year. 
White pines and other conifers usually die after a single stripping of the foliage. 

Estimates based on a 20-year study of some 200 representative observation 
points in eastern New England put the standing timber value of hardwood 
trees killed in those areas at $16 million. Further estimates for the remainder 
of the infested area during that period placed the loss at $10 million. This 
was prior to the extension of the area of infestation to an additional 9 million 
acres in southeastern New York. No evaluation was placed on the accompany- 





1659 


ing mortality of young white pine trees, which has continued since the studies 
were made and is hard to estimate because the trees are usually killed before 
they obtain sufficient growth to have any more than potential value. 

A significant effect of defoliation is the loss in increment of tree growth. Ap- 
parently the loss of growth in trees varies proportionately with the amount 
of defoliation—a tree defoliated 75 percent generally will put on only 25 percent 
or less of its annual normal growth. Estimates place the monetary loss of 
erowth of trees from defoliation and consequent loss of lumber in the infested 
area at an average of $1.5 million yearly. 

The death of trees in woodland creates several problems. One is the opening 
of the forest stand, which affects the remaining growth so that the subsequently 
developing trees may be unsuitable or of inferior quality for timber. It also 
affects the good forest cover that helps to regulate streamflow and minimize 
floods. The loss or damage to trees in recreation areas has proved a major 
consideration on Cape Cod and elsewhere in New England. Severe outbreaks 
have brought a reduction in land values. Heavy infestations of the caterpil- 
lars can make a home or vacation property extremely unpleasant, and of course 
increase the hazard of spread of the pest by the traveling public. 

Mr. Horan. Your justifications say there are from thirty-five to 
forty million acres. 1 do not know what the value of that would be. 

Dr. Porpuam. The New England people have generally talked in 
terms of a $10 million annual damage. It is a pretty hard figure to 
get at. If you take into account the parks and the effect it has on 
recreational interest, and the cost of year-to-year control, it might run 
even more than $10 million. 

The study which was made a few years ago developed what was 
considered to be a pretty good masuring stick of what the pest would 
do under various types of environment. 

Mr. Wuirren. What percentage of the timber in the heavily in- 
fested areas does die; or is it just trees at scattering intervals that 
feel the effects of this to the point of dying ? 

Dr. Popnam. That again will vary quite a little. For instance, 
some of the photographs that we passed around today show very 
severe or general dying. That followed 2 years of almost complete 
defoliation plus some drought. In other words, the conditions at the 
time the defoliation took place were not particularly favorable for a 
comeback. On the other hand, we know of areas where there have 
been 2 years’ defoliation and the killing of the oaks might not run 
more than 1 or 2 percent; but there is practically no growth during 
periods of outbreak. 

Mr. Wurrren. Mr. Marshall, have you any questions? 

Mr. Marsuauy, No questions. 

Mr. Wurrren. Any further questions? 

Mr, AnpERSEN. No, thank you, Mr. Chairman. 

Mr. Wuirrten. If there are no further questions, we thank you 
gentlemen for this information. It will have the consideration and 
attention of the committee. 

Dr. Crarkson. Thank you, sir. 
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AGRICULTURE ADJUSTMENT PROGRAMS 


Program and financing 





1955 actual | 1956 estimate | 1957 estimate 


‘ 
Program by activities: 
Acreage allotments and mes quotas (total obliga- 


Financing: 
Unobligated balance no longer available_........---~- 


Proposed supplemental due to pay increases --.--....-- 


Appropriation (adjusted) | 40, 176, 218 39, 000, 000 


Obligations by objects 





| 
Object classification | 1955 actual | 1956 estimate 1957 estimate 


ee 
06 Printing and reproduction $224, 740 $305, 000 $305, 000 
07 Other contractual services: Advanced to— 
“Administrative expenses, sec. 392, Agricultural Ad- 
justment Act of 1938’’ (7 U. S. C. 1392)__- Z 5, 580, 359 6, 343, 100 6, 571, 100 
“Local administration, sec. 388, Agricultural Adjust- 
ment Act of 1938’’ (U. 8. C. 1388) _- pi let cae 34, 116, 000 32, 501, 900 34, 586, 900 


NIE ne che nabinkrawumdcaccusdaneaes | 39, 921, 099 | 39, 150, 000 | 4l, “463, 0 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate 


Se —— —- -—- —. 


BUDGET AUTHORIZATIONS AVAILABLE 


\ ppropriation $41, 250,000 | $39, 000, 000 | 


Tré insferred (69 Stat. 240) to— 
“Salaries and expenses, Forest Service” 
“State and private forestry cooperation, Forest Service” 

“Conservation operations, Soil Conservation Service’’ - _ _- 

“Salaries and expenses, Commodity Exchange Authority’. 

“Salaries and expenses, Rural Electrification Admin- 
istration”’ 

“Salaries and expenses, Farmers’ Home Administration” 
“Salaries and expenses, Office of the Secretary of Agricul- 
ture”’ 

“Salaries and expenses, Library, Agriculture’. - - 





Adjusted appropriation 
Pr Be eros supplemental due to pay increases _ 
ligated balance brought forward 


Total budget authorizations available... ___-_-.-- 
EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations 39, 827, 097 38, 919, 188 
Out of anticipated supplemental appropriation. Le Se 33] 140, 000 
Out of prior authorizations 11, 355 89, 300 


1957 estimate 


41, 357, 200 
10, 000 
80, 740 





Total expenditures-.--_- séescadhbieied 614e5-3e-Jectuiic 39, 838, 452 39, 148, 488 
Balance no longer available: 


Unobligated (expiring for obligation)_...........-....--- \ 255, 119 | 


16606 1..c...--. 
Obligated balance carried forward - oe 94, 003 | 





41, 447, 940 


~ 110, 575 








Total expenditures and balances 40, 203,999 | 39, 244, 003 | 





Sugar Act Program 


Program and financing 


1955 actual | 1956 estimate 


Program by activities: 
1. Payments to sugar producers: 
(a) Continental beet area ‘ $33, 250,000 | $29, 737,000 | 
(6) Continental cane area---_-___---..---..-..------- 8, 060, 000 | 8, 316, 600 | 
[op Se UID 6 ai ca abv dudnh opaee meshes 16, 871,594 | 19,905, 800 | 
2. Operating expenses. - - - --- nines os al 1, 514, 184 1, 640, 600 


Total obligations. -- See ea 59, 695, 778 | 59, m4 000 | 
rinaneing: Unobligated balance brought forward__ — 98, 778 |--- 


Appropriation _ - , ‘ , | 59, 600, 000 | 59, 600, 000 | 
| | 


Obligations w ob joules 


Object classification 1955 actual | 1956 estimate 


07 Other contractual services: Advanced to— 
“Administrative expenses, + 392, Agricultural Ad- 
justment Act of 1938’? (7 U. 8S. C. 1392) __-_- | $1, 125, 746 $1, 160, 320 
“Local administration, sec. 388. Agricultural Adjust- 


— Act of 1938, Agriculture” (7 U. S. C. 1388) | 386 480, 280 
ther 


ll G sawaetas 


~_ 57, 969, 400 | 


41, 558, 515 


1957 estimate 


$30, 563, 061 
7, 346, 330 
27, 817, 609 
1, 873, 000 


67, 600, 000 


67, 600, 000 


1957 estimate 


$1, 255, 000 
618, 000 
65, 727, 000 
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Budget authorizations, expenditures and balances 


| 
1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation : b $59, 600, 000 $67, 600, 000 
Balance brought forward: 


Unobligated 
Obligated 
Increase in prior year obligations_-_.......-.....---.-------- 


Total budget authorizations available. 4 79, 677, 022 | 69, 4 437, 701 77, 037, 791 


ere aeemenlinaen 


EXPENDITURES AND BALANCES 


Expenditures— 
Out of current authorizations- -_-----.-.------ . { 50, 700, 000 56, 700, 000 
Out of prior authorizations . 9, 300, 000 9, 200, 000 


Total expenditures -___--- ee "68, 650, 679 60, “000, 000 65, 900, 000 
Balance no longer available (other than unobligated, expiring 
for obligation) 188, 552 |---- 
Obligated balance carried forward. -_.-.-.-..-.--.----.--------| 9, 837, 701 9, 437, 791 pind i, 137, 7 





Total expenditures and balanees------.-.-.------ . .| 79, 67,022 "69, 437, 791 7. 3 , 037, 7 


Mr. Wuirren. Gentlemen, we come now to the Commodity Stabili- 
zation Service. I should like to have page 154 of volume 2 of the 
justifications included in the record at this point. 

(The information is as follows :) 


Summary of appropriations, 1956, and estimates, 1957 


Appropriation item | mated avail- | estimates, or 


Total esti- | Budget Increase (+ 
able, 1956 1957 decrease (— 


a 
Agricultural adjustment programs : | $39, 150, 000 $41, 463, 000 0 | +-$2, 313, 000 


Sugar Act program 59, 600, 000 67, 600, 000 +8, 000, 00 


Total direct annual appropriations or estimates bn OR, 750, ‘000° 109, 063, 000 | +10, 313, 


1 Excludes administrative expense authorization for Commodity Credit Corporation, 


Mr. Wuirren. We would be glad to have such general statements as 
you care to present. 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF AGRICULTURE 


Mr. McLain. All right, Congressman Whitten. I have a very brief 
statement. Mr. Hughes, the Administrator, has one just a little longer. 
and then we would be happy to answer any questions you might have. 

Mr. Chairman and gentlemen of the committee, it is a pleasure to 
have the opportunity to discuss with you the budget of the Commodit) 
Stabilization Service. I should like to highlight a few of its more 
significant features. 

The 1957 budget for the Commodity Stabilization Service includes 
requests for funds for : 

Agricultural adjustment programs (acreage allotments and 
marketing quotas). 

2. Administration of Sugar Act. 

3. Commodity Credit Corporation operations. 

T he CCC portion of the budget inciudes provision for an administra- 
tive expense limitation and for the fiscal year 1957 appropriation 
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relating to operations conducted during the fiscal year 1955, These 
appropriations are to restore the capital Impairment of the Corporation 
as of June 30, 1955, and to reimburse the Corporation for its cost in 
financing such special activities as the International Wheat Agree- 
ment, emergency famine relief to friendly peoples and sales of surplus 
agricultural conrmmodities for foreign currencies. 

I believe that you will find this is quite a conservative budget. 
Considering only those items which pertain to 1957 operations, there 
are only three funds for which increases are requested as follows: 


Agricultural adjustment programs__..............-.........---- +$2, 313, 000 
SS rae ee cs odes Sigs exe gh so elt ae os Se sind mre Arse renner +8, 000, 000 
CCC administrative expense limitation__.__._.______________-_--__- +36, 000 

Ta +10, 349, 000 


If we eliminate that part of the increase under the Sugar Act 
program for mandatory payments to producers ($7,767,600), there 
remains a balance of $2,581,400 in increases requested. Of this amount 
$2,130,520, or 83 percent, represents the cost of initiating a program 
for increasing the salaries of county office employees. In line with a 
congressional recommendation last year, this increase is directed at 
improving the effectiveness of county office operations by overcoming 
present inequities in pay scales for these employees compared with 
salaries paid in surrounding areas by other Federal agencies and 
by private industry for comparable work. . 

The balance of the increases requested totals $450,880. While rela- 
tively small in amount these increases are to cover certain critically 
needed operations such as compliance checking under the Sugar Act 
program and proyiding better training and supervision for the county 
committee employees. However, these budgets do not take into con- 
sideration whatever new farm legislation may be enacted. Its effect 
on the activities of the Commodity Stabilization Service may be con- 
siderable. 

[ appreciate this opportunity of appearing before you. Mr. Hughes, 
the Administrator of the Commodity Stabilization Service, and his as- 
sociates will present further detailed information with respect to the 
CSS budget. 


Mr. Wuirren. Mr. Hughes, we would be glad to have your state- 
ment. 


GENERAL STATEMENT OF ADMINISTRATOR, COMMODITY STABILIZATION 
SERVICE 


Mr. Hucues. Thank you, Mr. Chairman. 

Gentlemen of the committee, I am glad to have this opportunity 
to discuss with you the operations of the Commodity Stabilization 
Service and to describe the background for our budgetary require- 
ments. We will be glad to furnish any further information the com- 
mittee may desire. We will appreciate such counsel and adyice as 
you may be prepared to give us. 

If satisfactory to the committee, I should like to confine my general 
statement largely to the administrative aspects of the work of the 
Commodity Stabilization Service. I am quite certain you will have 
(uestions concerning program policy matters in addition to those 
Which I will diseuss, and we will do our best to answer them satis- 
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factorily. Also, if the committee does not object, I should like at 
appropriate times to ask my deputies and the General Sales Manager 
to present certain information relating to their respective fields of 
operations to you. 

WORKLOAD SITUATION 


The major problems facing us in the administration of Commodity 
Stabilization Service programs have become more difficult in the past 
year. We have larger inventories of commodities to manage and 
merchandise and it was necessary to purchase additional CCC stor. 
age structures. We have a continued heavy volume of price support 
on new crops, and our attempts through acreage and marketing con- 
trols prescribed by law to reduce the acquisition of new inventories 
of basic commodities have created new and difficult problems. A\|so, 
it has become necessary to restrict the production of sugar. 

There are several basic facts concerning the workload resulting from 
the programs for which the Commodity Stabilization Service is respon- 
sible which I should like to reemphasize. First, this workload is not 
subject to administrative decision by us whether we will or will not do 
it, or whether we will or will not do it at specific times. A major part 
of the work is mandatory by law, and, to meet statutory requirements, 
must be performed at specific times. The individual segments of this 
work for the most part represent business-type transactions or services 
and enforcement actions which must be performed. They must be 
performed within specific time periods if we are to meet statutory 
requirements and do an effective and economical job. 

This continued increase in the volume of work, together with the 
fact that it must be done, and done on time, has made more important 
our drive, with the assistance of this committee, to strengthen the 
supervision and direction of program administration in the field. It 
has accentuated the need that we increase the coverage and frequency 
of administrative inspections of field offices, audits, and compliance 
investigations to assure the protection of the public interest. All of 
these circumstances and our efforts to meet the demands made by the 
problems facing us are reflected in our 1957 budget estimates. 


ORGANIZATION CHANGES 


Effective July 1, 1955, the position of general sales manager was 
established in accordance with desires of the Congress as expressed 11 
the report of this committee. The responsibilities of the general sales 
manager are set forth in CSS Notice General No. 308 and the CSS 


organization chart, a copy of each of which is attached for the informa: F ™ 


tion of the committee. 4 

Other than the establishment of the Office of the General Sales Man © 
ager, there have been no significant changes in the organization pat 
tern of CSS since we were before this committee Jast year. We believe h 
we have a good, workable organization pattern, considering the nature 
of our program responsibilities, 










> at 
wer 
3 of 







dity 
past 
and 
stor- 
port 
con- 
ories 
A |so, 












from 
spon- 
is not 
ot do 
» part 
nents, 
f this 
rvices 
ist be 
utory 












th the 
ortant 
m the 
d. It 
uency 
yliance 
All of 
by the 

















er was 
ssed in 
al sales 
1e CSS 


forma: 










»3 Man- 
on pat: 







believe 






s natult 

















1665 
EMPLOYMENT 


The Commodity Stabilization Service had a total of 4,953 full-time 
employees, exclusive of the ASC State and county offices, on June 30, 
1955. Of the total, Washington offices accounted for 1,098. There 
were 3,520 in the 8 CSS commodity offices and 335 were in other field 
locations. The total employment in the 48 ASC State and 3 insular 
offices was 1,858. 

In the fiscal year 1955, the 3,055 ASC county committees employed 
each county committeeman an average of 36 days, each community 
committeeman an average of 3 days and all other personnel an average 
of 1,734 days per county committee. In total, the county offices util- 
ized 1,258 man-years of county committee time, 970 man-years of com- 
munity committee time, and 20,300 man-years of all other employment 
in the fiscal year 1955, 

Seasonal changes in the volume of work during the year caused the 
employment in CSS commodity offices and in the ASC county offices to 
fluctuate considerably over a 12-month period. 

The level of sienslorrnient in relation to workload is quite low as 
compared with past years. For example, the average personne! 
strength of the 8s commodity offices during the fiscal year 1955 was 
3,349 or about 9 percent greater than the average of 3,074 in the fisca] 
year 1951, the previous peak year prior to 1954. On the other hand. 
the measured number of units of work handled in these offices increased 
by approximately 17 percent from the fiscal year 1951 to the fiscal year 
1955. In the ASC State offices, the average employment in the fisca] 
year 1955 was approximately 28 percent less than in the fiscal year 
1950, the latest previous year when the workload was most nearly 
comparable. These offices administered more programs in 1955 than 
in 1950 and the volume of work under several of them such as the 
CCC grain storage structure program, the CCC price support program. 
the acreage allotment and marketing quota program and the sugar 
program was considerably increased over that for 1950. 


SALARY INCREASES FOR COUNTY OFFICE EMPLOYEES 


In the course of the hearings on the 1956 appropriation request held 


_| by this committee last year, there was considerable discussion of de- 


ficiencies that had been noted in the operations of the ASC county 
offices and of possible ways to eliminate them. As the committee is 
well aware, these offices, under the immediate direction of locally 
elected farmer committees, are the points of contact with farmers 
in the operation of the price-support, storage-facility, acreage-allot- 


> ment and marketing-quota, sugar, and conservation-assistance pro- 


) grams of the Department. Because of these responsibilities, these 


| ollices and other factors that might have a bearing on the correctiou 


small offices (the average office used less than 7 man-years of em- 
ployment in the fiscal year 1955) are faced with some of the most 
complex and demanding tasks involved in the administration of 
United States Department of Agriculture programs in the field. 

_ The House committee last year inquired into the method of selec- 
tion of county office personnel, their rates of pay as compared with 
full-time employees of Government, the method of operation of county 
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of deficiencies in operation at the county level. The fact that existing 
pay scales were much lower than those paid classified Federal workers 
or others for comparable work was brought to the attention of the 
committee. 

During the hearings, the committee requested our recommenda- 
tions for action needed to strengthen the administration of ASC State 
and county offices. With respect to the county offices, Assistant Secre- 
tary McConnell stated in a letter to Mr. Whitten dated March 29, 
1955, as follows: 

We are convinced that the primary causes for the difficulties which have been 
encountered in the handling of CCC loans and storage work by the county offices 
are the lack of adequate qualified supervision for this work, and inability to 
recruit and retain capable personnel due to low pay scales. In addition to our 
efforts to strengthen the supervision of this work, we are taking a strong stand 
that incompetents shall be removed wherever they are found, whether committee- 
men or employees. The pay scale for ASC county office employees is quite low 
compared to pay for similar work in other local offices. In order to raise this 
pay scale to an adequate level it will be necessary that each fund available for 
county office costs be increased. 

In its report on the 1956 Department of Agriculture and Farm 
Credit Administration appropriation bill dated March 25, 1955, the 
committee stated as follows: 

It is the belief of the committee that considerable improvement in the opera- 
tions of this far-flung and important agency would result from a change in 
personnel policies in the county offices. It is recommended that the regular 
full-time employees of these offices be required to meet civil-service qualifications 
for comparable work and be paid on a basis comparable to regular Federal 
salaries. Such a change should enable the Department to hold personnel in 
the county offices fully responsible for the performance of their duties. Also, it 
should help to reduce present turnover and should help in the recruiting of 
qualified personnel. In addition to correcting many of the administrative defi- 
ciencies noted in the investigator’s report, such a plan should increase employee 
efficiency and morale and should result in greater economy in the use of Federal 
funds. In the committee’s opinion, the added salary costs could be fully covered 
from savings resulting from such a change. 

To meet this situation, we are proposing in this budget the initiation 
of a 3-year program to increase the salary scales in ASC county offices 
to a level such that by the end of the fiscal year 1959, all of them will 
be receiving wages equal to those paid Federal employees or others 
for similar work in the same community. We believe that this plan 
when put into effect will result in an orderly accomplishment of the 
correction of the major handicap to sound and efficient operations— 
low pay scales and the resultant inadequacies in the quality of county 
office personnel. 

No general percentage increase in pay levels is contemplated. Our 
objective is to improve the effectiveness of operations by proper 
evaluation of the relative positions of the various counties with re- 
spect to workload, difficulty of problems and other job factors, and 
the establishment of uniformly applied standards for recruitment for 
the individual jobs. These standards will be raised to as high a level 
as practicable. Salary scales will be adjusted to fit the individual 
jobs and to make it possible to compete with other agencies of Gov- 
ernment and local employees to obtain and retain the personnel quali- 
fied to perform the work. The key job at the county office level with 
respect to day-to-day operations is the county office manager. It 1s 
our intention to concentrate our attention first on getting this job 
properly evaluated for each county, the appropriate level of com- 
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pensation fixed and a fully qualified individual in the job. Any 
resources remaining after this is accomplished will be applied to other 
jobs in the county offices, priority being given to those which are 
most out of line. 

Savings that may result from placing this plan in operation of 
course will not become apparent until after ft scales have been 
raised and fully qualified personnel recruited. It is our intention to 
concentrate on increasing effectiveness and efficiency in the application 
of the plan. 

We have done some preliminary work toward laying the ground- 
work for placing the plan into effect and will be glad to go into further 
detail with respect to our findings. 

The cost of the salary increases will have to be borne by each of 
the programs involved. 

The estimates submitted for each of these appropriations involved 
contemplate that about one-third of the cost of the increases required 
would be incurred in the fiscal year 1957, with the expectation that 
similar increases will be included in the budget requests for each of 
the ensuing 2 fiscal years. The breakdown of the estimated require- 
ment for the fiscal year 1957 is as follows: 

Agricultural adjustment program $2, 085, 000 
Agricultural conservation program 1, 438, 000 
Sugar program 45, 520 
Other 2, 297, 184 


5, 865, 704 
AGRICULTURAL ADJUSTMENT PROGRAMS 


The estimated amount required for operation of these programs 
in the fiseal year 1957 is $41,463,000, an increase of $2,313,000 over the 
appropriation for the fiscal year 1956. Of the requested increase, 
3174,700 will be used to provide funds so that State offices may com- 
plete the program started last year, as authorized by Congress, of 
hiring suifheient personnel to properly supervise and review county 
office operations; $53,300 will be used to cover the cost of additional 
work which is being assigned in connection with defense mobilization 
activities, and $2,085,000 will be used to initiate a 3-year program 
to increase salaries of county office personnel as mentioned previously. 

The estimate, of course, assumes continuation of acreage allotments 
and marketing quotas on the 1956 and 1957 crops of tobacco, 
peanuts, wheat, cotton, and rice, and acreage allotments on the 
1956 and 1957 crops of corn. It is also assumed that at least 
as large a percentage of acreage measurements for performance check- 
ing on the 1956 and 1957 crops can be accomplished in the fiscal years 
1956 and 1957 as was actually accomplished in the fiscal year 1955 with 
respect to the 1954 and 1955 crops. It is necessary to check 100 per- 
cent of all crops under quotas to insure compliance with acreage al- 
lotments since the amount of the farm marketing quota is generally 
the actual production from the allotted acreage. The estimated per- 





1668 


centage of each of the 1956 and 1957 crops to be measured in the 
fiscal year 1957 based on actual accomplishment in 1955 is as follows: 





1956 crop 1957 crop 


45.0 


This estimate represents minimum requirements and provides for 
only necessary compliance checking. Inadequate compliance checking 
would result in larger production of basic crops and would result in 
more expenditures for price support. 


SUGAR PROGRAM 


The current estimate of requirements for the fiscal year 1957 for 
this program is $82,411,071, of which $63,654,891 is for 1956 crop pay- 
ments, $1,873,000 is for operating expenses and $16,883,180 is for pay- 
ments which were deferred until the 1957 fiscal year. These defer- 
ments include $16,057,180 for 1955-56 payments in Puerto Rico and 
$826,000 for 1955 program payments in the beet area. The estimate 
for 1956 crop payments is based on application of average payment 
rates in recent years to the estimated tonnage of sugar to be produced 
from the 1956 crop. 

In recognition of the difficulty of predicting accurately the size of 
the 1956 crop so far in advance of its harvest, the total estimate sub- 
mitted is $67,600,000, or $14,811,071 less than the currently calculated 
requirements. This reduction is possible because payments on the 
1956-57 crop of Puerto Rican sugar would customarily not be made 
until the beginning of the succeeding fiscai year. Thus a deferral of 
$14,811,071 of these payments would not create a problem, and should 
total production of sugar be less than currently estimated, the deferral 
would be less. On the other hand, should the current production esti- 
mates be low, the deferral into the fiscal year 1958 would have to be 
increased. 

The estimate for operating expenses for the fiscal year 1957 is $1,- 
873,000, or $232,400 greater than the amount in the 1956 appropriation. 
Of this increase, $186,880 is the estimated requirement for compliance 
checking (acreage measurement) on restrictive proportionate shares 
which have been imposed on 1956 sugar beets. The remainder of the 
increase in administrative expenses of $45,520 is to permit the initia- 
tion of the plan for salary increases of county office employees. 

The Sugar Act of 1948, as amended, expires December 31, 1956. 

A bill to amend and extend the Sugar Act has passed both Houses 
and has been sent to conference. There are provisions in this measure 
which will require an increase in Sugar Act payments to producers 
and impose an additional administrative workload on the Department. 
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COMMODITY CREDIT CORPORATION 


Current program volume estimates for the fiscal year 1957 indicate 
the need for an administrative expense authorization of $29,140,000 or 
$1,824,000 less than the current estimate for the fiscal year 1956. Most 
of this decrease is due to an anticipated decrease in loans and acquisi- 
tions of wheat and cotton because of an anticipated lower production 
of these commodities. We urgently recommend, however, that the 
Congress approve an authorization for the fiscal year 1957 in the 
amount of $31 million, or at approximately the same level as currently 
estimated for the fiscal year 1956, with provision that not less than 
6 percent of the total authorization be placed in reserve and available 
for use only on approval by the Bureau of the Budget. 

This would provide a margin for presently unexpected but quite 
possible increases in program volume Tin to uncontrollable factors. It 
must be borne in mind that the estimates of need for the fiscal year 1957 
made at this time are made before all of the 1955 crops are harvested 
and moved, and considerably in advance of the time 1956 crops are 
planted. The budget estimates for the fiscal years 1954, 1955, and 
1956 later proved to be inadequate and supplemental authorizations 
became necessary. The processes required to obtain approval of a 
supplemental authorization create uncertainty as to both the timing 
and amount of funds to be available, which in turn adds to costs and 
reduces the effectiveness of operations. 

The manpower requirements and the administrative expenses to be 
incurred by the CCC are not elective. Price-support operations are 
on an open-offer basis wherein the Corporation is committed to make 
loans on and/or acquire all or any part of the eligible production 
of the major crops produced in the United States. The Corporation 
cannot determine the workload it is necessary to perform, and this 
workload is comprised of day-to-day business-type transactions which 
cannot be deferred without damage to the public interest, losses to 
private trade, confusion, and added ultimate operating costs. 

A reasonable degree of flexibility, such as would be provided by the 
reserve provision proposed, would place the Corporation in papas to 
oa more effective job at less cost than would be required if a supple- 
mental authorization were requested for the fiscal year 1957. 

One development has already taken place indicating the need for 
the use of a portion of this reserve. The budget before you, which 
was necessarily formulated on the basis of legislation existing prior to 
the convening of this session of the Congress, contains $108,000 for ex- 
penses of liquidating the special school milk program, which under 
the Agricultural Act of 1954 would have terminated June 30, 1956. 
lfowever, under Public Law 465 approved April 2, 1956, this program 
has been extended 2 more years on an expanded basis including addi- 
tional outlets. It is now estimated that $760,000 or an increase of 
652,000 will be required to administer this program during the fiscal 
year 1957. Therefore, if there is no substantial change in the esti- 
mated volume of price-support activity by the time our first appor- 
tionment request is submitted to the Bureau of the Budget, we would 
request a release of $652,000 of our proposed reserve for this program. 
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MAJOR TRANSACTIONS 


There follows a brief summary of our current estimates of major 
transactions involved in price-support operations in the fiscal years 
1956 and 1957, and a.comparison of receipts and expenditures for all 
Corporation activities for those years: 


{Amounts in billions of dollars] 





Loans ne as PO iseet cckcdi ccs 
Loans made- sian sete 
Repay ments_- 
Loans outstanding, end of year __ FEN TES Fees Meeker he yy ees: ee 
Inventory, beginning of year_.__- eee aatiald 
Purchases - ---- ; 
Asquisitions by forfeiture_- 
Sales and barters (cost vi alue) 
Donations (cost value). _.--- 
Inventory, end of year-.- 


| Oem HOO me 


Total, budgetary expenditures (all operations) ._.-.-.......---------- saiaaies a arate ae 
Total budgetary receipts (all operations) ...............--.--------------- 


Net budgetary expenditures (all operations) 





The detailed system of work measurement utilized in the field offices 
which perform the major part of the workload involved in this huge 
volume of operations provides a measure of the work received in each 
office, the time required to process it and the work remaining on hand. 
From it we obtain production rates for each type of document or 
transaction handled. These production rates, in turn, form the basis 
of standards of performance used to control costs and to estimate 


requirements for work to be handled. I would like to point out that 
since the inception of the work measurement system there have been 
considerable improvements in the production rates attamed by the 
field offices and these improvements are reflected in the estimates for 
the fiscal years 1956 and 1957. 

We will be glad to go into any further det ail you may wish with 
respect to these estimates. 


RESTORATION OF CAPITAL IMPAIRMENT 


The total realized losses in the fiscal year 1955 amounted to $929. 
287,178. Under the proviisons of the act of March 8, 1938, as : amended 
by the act of March 12, 1954, which changed the annual appraisal 
of the assets of the CCC to a cost basis, a restoration of capital im- 
pairment in this amount will be necessary. Of the total realized loss, 
$824.2 million represented losses on commodity inventory transactions. 
Of this total, $406.1 million represented the net loss on sales, and $418.1 
million represented the cost of commodities donated. Interest and 
overhead expense exceed interest and other income by $80.5 million. 
and charge-offs and other program costs and adjustments amounted 

to $24.6 million. 

REIMBURSEMENTS TO CCC 


International Wheat Agreement: The estimate of $101,130,155 is 
made up of (1) program costs of $98,6 74,507 incurred during the fiscal 
year 1955 (including administrative expenses), and (2) interest costs 
of $ $2,455,648. The increase of $43,751,604 in program and interest 
costs in the fiscal year 1955 over costs in the fiscal year 1954 results 
from an increase of approximately 13.5 million bushels in the volume 
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of wheat exported, an increase of 27 cents (from 48 to 75 cents) in 
the per-bushel-export-payment rate, and a subsequent increase of $42,- 
529,956 in the amount of program costs. Also, there was an increase 
of $1,221,648 in interest expense. The current payment rate per bushel 
is averaging 82 cents. 

Emergency famine relief to friendly peoples: Title II of Public 
Law 480 directs the Commodity Credit Corporation to make its stocks 
of agricultural commodities available for furnishing emergency assist- 
ance to friendly peoples in meeting famine or other relief require- 
ments and authorizes the appropriation of not more than $300 million 
to reimburse the Corporation for costs incurred in carrying out the 
program. The fiscal year 1957 estimate includes a provision for mak- 
ing such reimbursement to the CCC for the delivery of 575,539 long 
tons of agricultural commodities in the fiscal year 1955 at a cost of 
$88,628,927. 

Sales of surplus agricultural commodities for foreign currencies : 
The estimate of $67,477,228 to reimburse the Corporation covers costs 
of operations during the fiscal year 1955 (including interest through 
June 30, 1956) amounting to $132,103,453 for 894,357 long tons of 
agricultural commodities sold from the Corporation’s stocks and costs 
of financing sales from private stocks less $64,626,225 representing the 
dollar equivalent of various foreign currencies required to be deposited 
for commodities exported as of June 30, 1955. This amount has been 
deducted from the Corporation’s reimbursement because at the present 
time it is not known what proportion of foreign currencies received 
will finally be used by other Government agencies for programs for 
which appropriated funds are available and for which the Corporation 
would ultimately be reimbursed in dollars. None of the foreign cur- 
rencies received was sold for dollars during the fiscal year 1955. 

Transfer of hay and pasture seeds: Pursuant to Public Law 524, 
approved July 26, 1954, the Commodity Credit Corporation trans- 
ferred during the fiseal year 1955, hay and pasture seeds from its 
stocks to Federal land-administering agencies. In accordance with 
the act the estimate includes a provision to reimburse the CCC for its 
investment in the seeds. The amount of reimbursement estimated to 
he required is $184,678. 


FUNCTIONS OF GENERAL SALES MANAGER AND DESIGNATION OF DEPUTY 
GENERAL SALES MANAGER 


Mr. Chairman, the other items are the attachments to which I have 
referred in the general text of this presentation. 

One is an explanation of the functions of the general sales manager, 
designation of a deputy general sales manager, and then the organiza- 
tional chart of the Commodity Credit Corporation. 

Mr. Wurrren. I think the chart would be of interest to the com- 
mittee. I “doubt that there would be any point in trying to include 
the chart in the record, but the remainder of the information should 
certainly be included. 
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( The information referred to follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
July 14, 1955. 


Notice General No. 308 


Action by : Deputy Administrators. 
Division Directors. 
CSS commodity offices. 
ASC State offices. 
Initiated by : Office of the Administrator, Agriculture, Washington. 


EXPLANATION OF FUNCTIONS OF GENERAL SALES MANAGER AND DESIGNATION oF 
Deputy GENERAL SALES MANAGER 
Approved : 
EARL M. HUGHEs, 
Administrator. 


Notice General No. 305 announced the designation, effective July 1, 1955, of 
Mr. Frank C. Daniels as general sales manager. Effective July 14, 1955, Mr. 
John H. Dean, formerly Assistant Deputy Administrator for Price Support, CSS, 
has been designated to serve in the capacity of deputy general sales manager. 

There follows for the guidance of all concerned an explanation of the functions 
»f the general sales manager (instruction 101-3, reporting lines and working re- 
tationships within CSS, is being revised accordingly ). 


1. OVERALL POLICY ON SALES 


The general sales manager is responsible for all policy determinations relating 
to CCC sales, including pricing. He acts on behalf of and for the Administrator, 
and the Associate Administrator of CSS in this capacity. Commodity divisions 
shall obtain all sales policy determinations from him rather than from the Ad- 
ministrator, Associate Administrator or Deputy Administrator, Price Support. 


It is part of the sales manager’s responsibility to consult with the Administrator, 
Associate Administrator, and the CCC Board of Directors as he deems it desirable. 


2. SALES OPERATIONS 


The General Sales Manager shall direct all sales operations in Washington 
divisions and field units. He will issue instructions directly to CSS commodity 
livisions. He will issue instructions to CSS commodity offices through the 
Deputy Administrator, Operations, and to ASC offices through the Deputy 
Administrator, Production Adjustment. 

Commodity divisions will deal directly with the General Sales Manager on sales 
operations matters. CSS commodity offices and ASC offices shall not deal directly 
with the General Sales Manager, but shall make all necessary telephone commu- 
nications directly to the commodity division involved and shall address all written 
communications (by wire or by mail) to the Deputy Administrator to whom 
they report. 

3. REPORTING LINES 


Only the immediate staff of the General Sales Manager will report directly to 
him administratively. Present reporting lines for all CSS and ASC units as 
defined in CSS Instruction 101-38, dated January 24, 1955, are not changed. As 
indicated above, however, all Washington divisions involved in CCC sales policy 
formulation, or interpretation and/or sales operations will obtain necessary 
determinations directly from the General Sales Manager. 


4. COORDINATION OF SALES AND OTHER RELATED ACTIVITIES 


The General Sales Manager shall not be concerned with policy formulation 
ind determination for and operations of barter transactions, donations under 
section 416 and Public Law 480, FOA requisitions, and other similar disposal 
activities, except as they may affect sales policy or operations. Sales for dollars 
will have top priority in the commodity disposal field and the general sales 
manager shall have final veto power with respect to any disposal policy or opera- 
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tion which in his opinion may adversely affect sales expansion. It shall be th« 
responsibility of the Deputy Administrator for Price Support, who has respou- 
sibility for policy formulation for and direction of disposal operations other tha: 
sales, to obtain necessary clearances from the General Sales Manager. 


5. STAFF OF GENERAL SALES MANAGER 


The General Sales Manager may arrange for such assistance as he may requir: 
to carry out his responsibilities. This staff shall not supplant the existing 
sales personnel in other CSS organizational units. All personnel employed b: 
the General Sales Manager shall report directly to him, and not to the heac. 
of any other organizational unit in CSS. 


OPERATION OF COUNTY AND COMMUNITY COMMITTEES IN MISSOURI 


Mr. Wurrren. Mr, Hughes, there are many problems in agricu)- 
ture which could prompt us to ask questions but the main things I 
would ask at this time in regard to your operations fall in two fields: 
that is, the soil conservation program and the Commodity Credit 
Corporation. 

Mr. Hueues. We are responsible for administration of the ACP 
program through the county offices. 

Mr. Wuirren. I have reference to your committees which in turn 
are under your jurisdiction. 

Mr. Huenes. Yes, sir. 

Mr. Wurtren. I have had numerous complaints particularly fron 
Members of Congress from the State of Missouri about the operatior. 
of these county committees. In your statement you state that these 
programs are carried on by locally elected farmers. 

However, these Missouri Members of Congress say that it is not so 
insofar as Missouri is concerned. They say that the national office has 
stepped in and has changed the policy considerably. I make that 
statement only as it has been reported to me. I do not know what 
the true facts are. 

Mr. Hueues. To the best of my knowledge these committees aré 
elected in the normal manner. There have been some suspensions 0: 
some removals where we definitely had evidence that the program was 
not being properly administered. 

Mr. Wuirren. I wish you would put in the record a full report o) 
this Missouri situation. I have had several Members ask me to look 
into it. 

Mr. Hvueues. Mr. Manwaring, who is in charge of acreage adjust- 
ments and allotments, is here, and he can give you any further ex- 
planation or details if you wish. 

Mr. Manwarine. We will supply, Mr. Whitten, a report on that. 

Mr. Wuirren. We would be glad to have it, because apparently 
there has been some dissatisfaction. , 

(The information requested follows :) 

The Missouri State and county ASC committees are working under the sam: 
hational regulations and instructions as the corresponding committees in othe: 


States. These authorize the removal of county committeemen and county offic 
employees for the following reasons. 


EXCERPTS FROM REGULATIONS OF THE SECRETARY OF AGRICULTURE GOVERNING AS 
COUNTY AND COMMUNITY COMMITTEES 


“Sec. 7.30. (a) Any member of a county or community committee or alternate 
to such office or any member of a community election board who becomes in- 
eligible for office under the provisions of section 7.29 or who fails to perfor 
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the duties of his office or who is incompetent or commits, or attempts or 
conspires to commit fraud, shall be removed by the State committee, or if it 
appears that he may be subject to such removal, he may be suspended by the 
State committee pending an investigation. The State committee may also 
suspending pending investigation or remove any county or community committee. 
man or alternate, if such action is determined by majority vote of the State 
committee to be necessary for the success of any program administered by the 
county committee. 

“Sec. 7.32. Any county office manager who becomes ineligible for employ. 
ment under the provisions of section 7.29 or any county office employee who 
fails ot perform the duties of his employment or who is incompetent, or com- 
mits, or attempts or conspires to commit, fraud, shall be removed by the 
county committee. If the county committee fails to act promptly in any such 
ease, the State committee shall remove the person involved. The State com- 
mittee may also remove any county office employee, when in the opinion of the 
majority of the members of the State committee the conduct of such person 
adversely affects the administration of the programs in the county and the 
county committee has failed to act promptly in removing such person.” 

Note.—Section 7.29 covers cases where a county committeeman or a county 
office manager is holding or is a candidate for a Federal, State, or major county 
office filled by election pursuant to law or is an officer or employee of any po- 
litical party or political organization. 

There follows a list of removals, suspensions, and requested resignations and 
the reasons therefor as compiled from material furnished by the Missouri ASC 
State Committee: 

ATCHISON COUNTY 
Personnel affected : 
James E. Stevens, county committee chairman 
Ernest Stoner, county committee vice chairman 
Fred Daugherty, county committee member 
Todd Macrander, county committee first alternate 

Reported facts.—An audit report described irregularities in operations under 
the agricultural conservation and farmland restoration programs and errors in 
fiscal accounts. Previous audit recommendations were found to have been 
ignored. The report on a special investigation by State office personnel reflecte 
irregularities in the administration of several programs. The State committee 
met with the county committee, the auditor, and State office personnel who made 
the investigation. 

Final action.—The three regular members and the first alternate on the county 
committee were removed from office by the State committee. 


BARTON COUNTY 
Personnel affected : 

J. B. Stansberry, county committee chairman 

Otis Smith, county committee vice chairman 

Fred Lakin, county committee member 

Reported facts.—The county committee requested removal of the office man- 
ager because of his inability to get along with office employees and to give 
farmers accurate program information in a diplomatic way. The chief clerk il 
the county office resigned as a result of differences of opinion with the office 
manager. The State committee met with the county committee, the office mal- 
ager, the State administrative officer, and the former chief clerk of the county 
office. In this meeting, answers by the county committeemen and the former 
chief clerk to various questions indicated they were opposed to the office manager 
plan of operation. After the division of responsibilities between the committee 
and the office manager had been clarified, they were asked whether they felt 
they could work together on this basis, and the manager replied that he could 
but the committee indicated they could not. When informed that the State 
committee had no alternative but to request that they operate under the prescribed 
system, the county committeemen in effect stated that since they did not feel 
that they could operate in that manner, they wished to resign. 
Final action.—The regular members of the county committee resigned. A nev 

committee was elected and is functioning with the same office manager. 
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BOLLINGER COUNTY 


Personnel affected : 
J. R. Phillips, county committee chairman 
Raymond A. Johnson, county committee member 


Reported facts—The chairman and a member of the county committee re- 
signed without giving definite reasons. The State committee believes this 
action was taken because these particular committeemen were not in favor of 
the office manager plan of administration. 

Final action.—The two committeemen resigned without any suggestion by the 
State committee that they do so. The present county committee is cooperating 
fully according to the farmer fieldman. 


BUCHANAN COUNTY 


Personnel affected: John H. Murphy, county committee vice chairman 

Reported facts.—The vice chairman of the county committee was reported to 
have engaged in activity detrimental to the successful administration of ASC 
programs. 

Final action.—The vice chairman suspended by the State committee was sub- 
sequently reinstated. 

CALLAWAY COUNTY 
Personnel affected : 
Elections of 1953 : 
Clarence Brown, county committee chairman 
Horace Craig, county committee vice chairman 
Clarence McClintic, county committee member 
Elections of 1954: 
Phil M. Smith, county committee chairman 
M. L. Ferguson, county committee vice chairman 
Clarence V. Sundermeyer, county committee member 
Theophilus Dunn, county committee first alternate 
Travis Million, county committee second alternate 

Reported facts.—The county committee elected in 1953 was suspended pending 
investigation of charges that they had announced they would hire an office 
manager only if he belonged to a particular political party. A meeting with the 
State committee on the suspension was scheduled, which was not to be given 
publicity. However, when the State commttee arrived for the meetng, it found a 
photographer takng pictures of the suspended county committee. The meeting 
was canceled by the State committee and the county committee was permanently 
removed from office because the actions of its members while under suspension 
indicated their complete unwillingness to cooperate with the State committee in 
carrying out farm programs. The State committee also released a document 
listing 60 specific violations of regulations and procedure by the county com- 
mittee. A person was named by the State committee to be in charge of the 
county office during the period of suspension and after the removal of the county 
conunittee, in accordance with regulations. On the day of the 1954 county com- 
nittee election, the State committee approved the person so named as office man- 
ager. At its first meeting, the newly elected county committee notified the office 
manager hat he would be dismissed at the end of 30 days. Despite persuasive 
efforts by the State committee, the county committee, insisting on its right to 
select an office manager, proceeded with the dismissal. The State committee 
suspended the new county committee because it felt the county committee’s dis- 
missal of an efficient office manager without good cause endangered the successful 
administration of assigned programs in the county. The State and county com- 
mittees met subsequently and the county committee was reinstated. An office 
anager approved by both the State and the county committees was later 
employed. 

Final action.—The county committee elected in 1953 was permanently removed 
from office. The commitee elected in 1954 was suspended from office, but later 
reinstated. 

CASS COUNTY 


Personnel affected : Charles Dillon, county committee member. 


Reported facts.—A member of the county committee was suspended for a short 
“me as a result of a report that the bin site in Cass County was in poor condition 
"he county committee subsequently took action to carry out the recommendations 
of the State bin site inspector. . 
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Final action.—The suspended member of the county committee was reinstated. 








DE KALB COUNTY 






Personnel affected : Donald C. Powell, county committee member. 
Reported facts.—An investigation established that the committeemen had en- 
gaged in irregularities under the price-support programs. 
Final action.—The county committeeman was permanently removed by the 
State committee. 








GREENE COUNTY 










Personnel affected: W. H. Pipkin, county committee chairman 
Reported facts.—The chairman of the county committee in a district meeting 
and later in a drought meeting publicly criticized the agricultural conservation 
und drought programs. The State Office received numerous telephone calls 
charging the chairman with deliberately trying to sabotage the farm program. 
Final action.—The county committee chairman was removed from office by the 
State committee. 



















IRON COUNTY 













Personnel affected : Jerome C. McColl, county committee chairman 
Reported facts.—An investigation disclosed that the county committee chair- 
man was not directing the drought program according to regulations and was par- 
ticipating in program irregularities. 
Final action.—The county committee chairman was permanently removed from 
oftice by the State committee. 














LAFAYETTE COUNTY 






Personnel affected : 
George W. Steward, program man 
Palmer Greer, bin site supervisor 
Reported facts.—The attention of the State committee was called to the fault) 
work of these two employees. It was reported that difficulties with these men had 
caused the farm program to lose the respect of local farmers. 
Final action.—The county committee dismissed the two employees on instruc- 
tions from the State committee. 












LINCOLN COUNTY 






Personne] affected: Duncan Shaw, county committee member 
Reported facts—This member of the county committee was attempting to 
perform many of the office manager’s duties, including giving all instructions 
to employees in the office. Because regulations provide for the office manager 
to be responsible for day-to-day operations, the committeeman was suspended by 
the State committee. The chairman of the county committee and the suspended 
member met with the State committee and the farmer fieldman. At this meeting. 
the functions and duties of committeemen were explained and distinguished 
from those of office managers. It appeared the suspended committeeman had 
not understood the office-manager plan of operation and was willing to cooperat: 
in it after it was explained. 
Final action.—The suspended committeeman was reinstated. 












MISSISSIPPI COUNTY 






Personnel affected : 
C. I. Stancil, county committee chairman 
R. H. Williams, county committee vice chairman 
Prince Moxley, county committee member 
Reported facts.—Audit reports covering the period January 1953 throug) 
March 1955 revealed a total of 65 specific deficiencies, indicating that ASC 
programs in Mississippi County were not being properly administered. The 
county committee was encouraged to hire a well-qualified office manager. TW 
applicants received serious consideration. One, William C. Mulcahy had a B.* 
degree in agriculture and for several years was a vendor under the agricultura! 
conservation program. In addition, he had 5 years’ teaching experience i! 
connection with the veterans’ onfarm, training program and 2 years of admini> 
trative experience while serving in the Navy. ‘The second applicant, Roscoe L 
Chitwood, had a degree in English and journalisin from the Arkansas State 
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University and had worked as a helper in the office of a cotton gin for 3 or 4 
years. The county committee preferred Mr. Chitwood, but State committee 
representatives felt that Mr. Mulcahy was the better qualified man and that 
the county committee was being influenced by factors other than qualifications. 
The county committee was invited to meet with the State committee in Colum- 
bia to discuss the audit exceptions and attempt to iron out their differences with 
respect to employment of an office manager. The county committee declined 
this invitation due to the season of the year and the physical condition of one 
member. This attitude on the part of the county committee, together with the 
many deficiencies that had appeared in audit reports over the past 2 years, led 
the acting chairman of the State committee after conferring with the regular 
chairman, to suspend the county committee. An investigation was subsequently 
undertaken. 

Final action.—The suspension of the Mississippi County committee was lifted 
pending the outcome of the investigation. During this investigation, ASC elec- 
tions were held and the farmers of Mississippi County elected a new county 
committee. 

NEW MADRID COUNTY 


Personnel affected : Mary Margaret Brown, office assistant 


Reported facts.—This employee failed to attend scheduled meetings at the 
St. Louis statewide ASC conference in December 1954. Furthermore, her con- 
duct in public at this meeting was unbecoming an ASC employee and such con- 
duct was observed by a number of people attending the meeting. 

Final action—The State committee directed the farmer fieldman to see that 
the employee’s services were terminated. The chairman of the county com- 
mittee, acting on the recommendation of the farmer fieldman, suggested that she 
resign and her resignation was submitted. 


NEWTON COUNTY 


Personnel affected: Roy D. Cummins, county committee chairman 

Reported facts.—The county committee chairman made certain statements in 
writing reflecting adversely on the administration of farm programs by the ASC 
State committee. The State committee suspended the county chairman and asked 
him to confer with it concerning his suspension. At this meeting the State com- 
mittee explained its position on the points in controversy. The county chairman 
admitted that his statements were based in part on hearsay. He was advised 
he would have to prove to the State committee’s satisfaction that he retracted his 
untrue statements or he would be permanently removed from office. The state- 
nents were not retracted, 

Final action.—The county committee chairman was removed from office by the 
State committee, which felt that his erroneous statements were intended to dis 
credit the administration of agricultural programs in the county. 


PEMISCOT COUNTY 


Personnel affected: Frank L. Long, Jr., county committee chairman 

Reported facts.—Irregularities occurred in the ASC elections in several com- 
nunities in the county. 

Final action.—The county committee chairman was suspended. No further 
action was taken by the State committee because annual elections resulted in 
defeat for the suspended chairman. 


PIKE COUNTY 


Personnel affected: Clem J. Grote, county committee vice chairman 


Reported facts.—The vice chairman of the county committee admitted drink- 
ing during working hours and asked permission to resign. 
Final action.—The county committeeman’s resignation was accepted. 


RALLS COUNTY 


Personnel affected: James A. McAllister, county committee chairman 


Reported facts.—A large number of complaints from farmers in the county 
about negligence of the Ralls County ASC Committee had been received by the 
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State committee. The county committee, and in particular the chairman, re- 
peatedly refused to submit the name of an applicant for office manager other 
than that of a former county committeeman. This man was unacceptable to 
the State committee because audits during his prior tenure had revealed serious 
discrepancies and deficiencies in county office operations. The unapproved appli- 
cant for office manager was sent to a district meeting instead of the chief clerk, 
The State committee met with the county committeemen and suggested that they 
were not attempting to select a highly qualified person as office manager. The 
county chairman replied that the former committeeman was the man the county 
committee and the people of the county wanted for the job and that only a few 
politicans were against him. The county chairman admitted that the only 
effort to get other applicants for the office manager job had been by word of 
mouth and that only one other application had been received. The State commit- 
tee suspended the county chairman from office for refusal to carry out instrue- 
tions. The county chairman then used intemperate language, indicating he 
would fight the State committee’s policies and evincing no desire to cooperate 
with the State committee. The county committee chairman was informed that 
he was permanently removed from office. 

Final action.—The county committee chairman was permanently removed 
from office by the State committee. Subsequently, the county committee made 
active efforts, including newspaper advertising, to secure qualified applicants 
for office manager. From several applicants, one was selected and approved by 
the State committee. Reports indicate conditions in Ralls County have im- 
proved, a better program is being operated, and no further complaints are being 
received from county farmers. 

RALLS COUNTY 


Personnel affected : Laura Evans, office assistant 

Reported facts.—This employee had not been performing her work efficiently 
and in a timely manner. An audit disclosed that instructions on the handling of 
funds were not being complied with. The situation was discussed fully with 
the county committee and the office manager, and it was agreed that the 
employee should be relieved of her duties. 

Final action.—The employee's resignation was obtained by the county com- 
mittee and the office manager. 


RALLS COUNTY 





Personnel affected : Champ Hulse, office assistant 

Reported facts.—Many deficiencies appeared in an audit report on this county 
and a number of complaints were received by the State committee from farmers. 
The State committee conferred with the county committee regarding the situa- 
tion but the county committee failed to take action to correct the deficiencies. The 
State committee felt that in order to operate a good program in the county it 
was necessary to have Mr. Hulse replaced. 

Final action.—The office assistant was dismissed by the farmer fieldman 
in the presence of the county committee. None of the county committeemen 
raised any objection. 

SALINE COUNTY 


Personnel affected: Rufus E. James, county committee vice chairman 

Reported facts—The vice chairman of the county committee was acting 
also as bin site supervisor and was in charge of price support and storage oper- 
ations, both in the field and in the county office. And audit report and au 
investigation revealed numerous irregularities in the operation of these pro- 
grams. Concern was felt regarding improper care of corn at bin sites ani 
favoritism shown one bin-site employee to the detriment of the morale of other 
bin-site workers in the county. The vice chairman refused to dismiss the bin- 
site employee in question when requested to do so. The vice chairman was 
suspended and given a hearing before the State committee. During the perio 
of the vice chairman’s suspension, conditions at the bin sites very much 
improved. 

Final action.—The vice chairman of the county committee was permanently 
removed from office by the State committee. 
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SCOTLAND COUNTY 
Personnel affected : 
John G. Priest, county committee chairman 
Leland McRobert, county committee vice chairman 


Reported facts.—Reports to the State committee and an audit report revealed 
irregularities and inefficient operation of the county office. The audit report 
contained some 40 recommendations to correct deficiencies. 

Finat action—The chairman of the county committee was removed from 
office and the vice chairman was suspended and was not reinstated prior to the 
next annual election. 

SCOTT COUNTY 


Personnel affected: Roy W. Howell, county office manager 


Reported facts.—The county office manager was arrested for reckless driving 
while intoxicated and was fined and placed in jail. The State committee deter- 
wined that his conduct adversely affected the administration of ASC programs 
in the county. 

Final action.—The county committee dismissed the office manager on instruc- 
tions from the State committee. 


STONE COUNTY 


Personnel affected: Seab Fultz, county Committee vice chairman 

Reported facts.—The vice chairman of the county committee was charged 
with personal conduct which made the desirability of retaining him on the com- 
mittee questionable. The State committee decided to call a meeting in Stone 
County of all persons involved. This meeting was not held since shortly there- 
after the vice chairman advised that he was resigning. 

Final action.—TVhe vice chairman resigned from the county committee. 


SULLIVAN COUNTY 


Personnel affected: Bernard Beabout, county office manager. 

Reported facts.—It was reported that the county office manager was unable 
to function properly as an office manager or to get along well with employees or 
farmers. The State committee met with the county committee and the office 
manager and the respective duties of each were carefully explained. However, 
difficulty in carrying out programs in the county continued. It was suggested 
to the office manager that he resign and he did so, effective at the end of the 
month. Before this date, the manager became involved in a further dispute with 
a county office employee, and it was agreed that he should be dismissed 
immediately. 

Final action —The office manager was dismissed by the county committee. 


TEXAS COUNTY 

Personnel affected : 

Stanton Halliburton, county committee chairman 

James R. Grogan, county committee vice chairman 

Clark W. Flowers, county committee member 

Roy Gentry, new county committee chairman 

Francis W. Forbes, new county committee vice chairman 

Emmett Cox, new county committee member 

Reported facts.—The State committee had received criticism of the way farm 

programs were being handled in the county. The county committee was in- 
sistent on hiring a man for office manager who was neither qualified nor capable 
of carrying out the duties of the position. The committee was requested to have 
all applicants for office manager available for a meeting with the State chairman 
and the fieldmen at which the office manager system would be discussed. Upon 
arriving, the State chairman found no applicants available for interviews. A 
representative of a St. Louis newspaper was present and a reporter from a 
local paper arrived later. When the State and county chairmen entered a 
separate office room to talk, the newsmen followed. The State chairman ex- 
plained that it was a closed meeting, but that a statement would be given to 
the press when it was concluded. The county chairman became very indignant 
at this, and said he would not take part in any meeting from which the press 
was excluded. The State chairman thereupon called off the meeting and removed 
the county chairman from office because of insubordination and his apparent 
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desire to make headlines and keep the office-manager plan from functioning 
rather than to administer a good farm program. (Prior consent of the other 
members of the State committee to take this action if necessary had been 
obtained. ) 

Reports reached the State office that the removed committeeman was working 
for the county office. .In spite of letters and phone calls to the county com- 
mittee, he continued to work. The State committee later asked the county com- 
mittee to a meeting, at which the latter insisted on hiring as office manager a for- 
mer county office employee with an unfavorable record in handling administra- 
tive work. The State committee removed the chairman and vice chairman of the 
county committee, who had moved up to these positions after the original chair- 
man’s removal, since it had become obvious that they shared the views of the 
former chairman and did not intend to cooperate with the State committee, 

An election for new members of the county committee was held. Difficulties 
continued over selection of an oflice manager and the State committee suspended 
the new committeemen. The suspended committee, the administrator appointed 
to run the office during the suspension, and the State committee all finally 
agreed on an applicant as the best qualified one available and he was made 
office manager. The county committee was reinstated, with the exception of the 
chairman who elected to resign instead, and reports now indicate a good job is 
being done in the county and that the people of the county are cooperating 
and have a new respect for the farm programs. 

Final action.—The three regular members of the originally elected committee 
were permanently removed from office. The first alternate, who moved up to 
chairman, and the two newly elected regular members were suspended but all 
were reinstated except the chairman, who elected to resign. 


WRIGHT COUNTY 


Personnel affected: Junior Murrell, county committee member 


Reported facts.—A large number of complaints were received that the county 
committee member had engaged in program irregularities. He was suspended 
from office by the State committee and given an opportunity, which he did not 
accept, to appear before the committee to answer the charges against him. It 
was established by an investigation that the charges against the county com- 
mitteeman were well founded. 

Final action.—The State committee Permanently removed the county commit- 
teeman from office. 

WRIGHT COUNTY 


Personne! affected : James R. Hunter, county office manager 

Reported facts.—Numerous complaints were received regarding the operation 
of the Wright County office. There are two factions in Wright County, and dif- 
ferences between these factions have led to much bitterness and dissent through- 
out the county. The office manager seemed to be closely associated with one of 
these factions and this undoubtedly limited his effectiveness. The State com- 
mittee requested the county committee to secure the resignation of the office 
manager, which was submitted. Charges and countercharges, including de- 
mands for reinstatement of the officer manager, continued to be heard from 
Wright County. A full investigation was conducted which disclosed minor irres- 
ularities in county office administration. The county committee was advised 
that the State committee did not feel Mr. Hunter could do a competent job of 
administering programs in Wright County because of his involvement in the 
factional controversy in the county. The county committee unanimously con- 
eurred in this. 

Fingal action.—At the request of the State committee the county committee se- 
cured the office manager's resignation. 


Mr. Wuirren. Mr. Hughes, in connection with the Commodity 
Credit Corporation, this committee is familiar with the fact that 
the Corporation itself has only a limited number of employees, and 
I believe you pointed out the number of employees tatty . How- 
ever, actually most of the work performed is done by other employees 
who are not actually members of the Corporation; is that correct / 
Mr. Hueues. The Corporation as such has no employees. 
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PAY INCREASES FOR ASC COUNTY OFFICE PERSONNEL 


Mr. Wurrten. That is right. I am glad to note that you are giv- 
ing some attention to putting people on the county level on a some- 
what equal basis with other employees. I think it is essential to do 
that. I do not like the word morale, but I do think it will enable 
you to keep better people, and keep them working better, if you have 
them on a basis somewhat commensurate with other people engaged 
in similar work in the area. I am glad to see you making that for- 
ward move. 

Mr. Hueues. It might be of interest to you to have Mr. Manwaring 
give some —— on the improvements that we have instituted in 
the county office personnel situation. 


Mr. Wuirrten. I would be glad to have him do it. 
(The report referred to is as follows :) 


[MPROVEMENTS IN OPERATION OF CSS PROGRAMS IN STATE AND COUNTY OFFICES 


I. WASHINGTON OFFICE IMPROVEMENTS 


1. Improvement of supervision.—More emphasis has been placed on improved 
supervision from Washington, including more frequent contacts with State 
offices by the area directors, use of more uniform methods of supervision, 
and giving increased assistance to State offices. Followup by the area di- 
rectors on points of weakness in State and county office operations has been 
accelerated. The Washington program divisions are also giving more as- 
sistance to the State offices with respect to specific program responsibilities. 

2. Meeting of Area and Division Directors.—In order to effect greater co- 
ordination and unity of effort, monthly meetings are held of the area di- 
rectors (responsible for directing field operations) and the division directors 
(responsible for program formulation and development.) Determinations 
as to actions to be taken are recorded and distributed to these officials for 
their guidance. These discussions of current problems have proved helpful 
to both groups. 

3. Performance and aerial photography.—Performance and aerial photographic 
work has been reorganized and strengthened at the Washington level in order 
to give increased assistance to State and county offices in improving the task 
of checking compliance with acreage allotments and marketing quotas. 

4. Staff assistance.—A staff assistant for CCC bin storage operation has been 
designated to work exclusively on problems of CCC-owned grain structures and 
the eare and storage of the grain in such structures. A staff assistant for 
training is assisting in simplifying instructions and is working with the State 
Offices in developing training programs for county employees. A staff assistant 
for program examination and appraisal reviews audit and investigation reports 
to determine if there is a need for improvement in program or operating 
instructions. 

5. Storage specialists.—A storage specialist has been added to the area direc- 
tor’s staff in the Midwest and Northwest areas, where CCC bin storage is con- 
centrated. These men are responsible for supervising the bin storage program 
in these areas. 

6. Handling of investigation reports.—Investigation reports in connection with 
all programs except personnel irregularities have been decentralized to State 
offices in order that action may be expedited by direct reference of cases from 
the State office to the area attorney in charge of the Department of Agriculture 
and the United States district attorney. Formerly, most of these cases were 
routed through the divisions in Washington to the General Counsel of the De- 
partment, the Attorney General, and then to the United States district attorney. 
Claims responsibility in connection with these cases is centralized in the State 
offices. 

7. Handling of CSS audit reports.—Bach area director has been made re- 
sponsible for seeing that appropriate action is taken on all CSS andit reports 
pertaining to State and county office operations in his area. The new procedure 
Will serve to keep area directors aware of deficient operations and corrective 
measures in their areas. 





1682 


II. STATE OFFICE IMPROVEMENTS 


1. Improvement of administration.—The State committees, State administra- 
tive officers, farmer fieldmen, and other State office personnel are required to 
emphasize the improvement of program administration in State and county 
offices. Supervision of county offices has been greatly improved. 

2. Farmer fieldmen.,—Aftirmative policies and minimum standards of operation 
for farmer fieldmen have been prescribed nationally and have been implemented 
by State committees as necessary for effective and efficient operation. The area 
directors have been assigned the responsibility for reviewing with the State 
committees the operations of farmer fieldmen in each State in order to increase 
their operating efficiency. The areas served by the fieldmen are under continuous 
review to determine if the number, size, and complexity of programs, and dis- 
tances to be traveled, are such as to enable them to supervise their areas effec- 
tively. Farmer fieldmen meet with the State committees and key State office 
employees regularly once each month and more often if required. For their in- 
formation and guidance, checklists are prepared each month for the use of 
farmer fieldmen to flag the items which should currently be receiving attention 
in the county offices. The State administrative officer reviews these checklist 
reports and is responsible for corrective action where required. 

3. Supervision of grain storage——The bin site storage function has been sep- 
arated organizationally from the commodity loan ffinction in State offices with 
a heavy workload, in order to insure closer supervision of storage operations. 
Improvements are already perceptible as a result of this change, as noted by 
the House Appropriations Committee investigators. 

4. Strengthening State office staffs—The State office staffs have been aug- 
mented in line with the committee’s recommendations. 

(a) Additional farmer fieldmen have been appointed in a large number of 
States in order to make it possible to give more assistance and closer super- 
vision to each county office and to furnish special assistance to counties with 
unusual problems. 

(b) Additional program and performance specialists have been added to State 
office staffs where needed. These specialists are being used to assist county 
offices which are having difficulties in connection with certain programs, as 
well as to help in training county employees. 

(c) District bin site storage supervisors have been appointed in States having 
a considerable number of CCC storage bins. Each of these men is assigned 
several counties for the purpose of supervising the handling, storing, and condi- 
tioning of CCC commodities. Substantial improvements have resulted. 

(d) The internal audit staff has been increased in many of the States. We 
are now requiring an audit of the operations of each county office at least once 
each year. This is a comprehensive audit which goes into program operations 
as well as fiscal matters. 

5. Checking compliance.—Better planning, training, and supervision has re- 
sulted in substantial improvement in checking compliance with acreage allot- 
ments and marketing quotas. 

6. Review of audit reports.—The administrative officer in each State is now 
required to review all county office audit reports, apprise the State committee 
of deficiencies found, and take appropriate corrective action. 

7. Administrative officers.—State administrative officers have now been ap- 
pointed in all States. 


III. IMPROVEMENTS DIRECTLY AFFECTING COUNTY OFFICE ADMINISTRATION 


1. Improvement of instructions and procedures.—In line with a suggestion 
made last year by the House Appropriations Committee investigators, operating 
instructions and procedures affecting State and county offices are being put into 
handbook or manual form. This makes it easier to locate and follow applicable 
instructions relating to price support, acreage allotment, and marketing quotas. 
AGP, and other programs administered by county offices. This project is well 
under way and extensive progress is expected during 1956. We are also testing 
new techniques of presentation and arrangement which may make it easier for 
county office employees to use operating instructions and procedures. 

2. Improvement of county office management.—Each State office has been in- 
structed to have its farmer fieldmen review management practices in each 
county office and, in cooperation with the county office manager, to make plans 
for improvement as needed. A publication entitled “Management Guides for 
ASC County Offices” has been prepared and distributed to State offices for use 
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in this project. This publication defines the responsibilities of the county com- 
mittees and office managers. It also deals with organization of the county 
office, planning and scheduling of work, training and supervising of employees, 
office layout and files, and other important aspects of county office operations. 
It is based on practices observed in some of our best county offices. 

3. Handbook for county committeemen.—A handbook for county committeemen 
has been prepared. It explains, in simple and nontechnical terms, the programs 
administered by the county office and the duties and responsibilities of the com- 
mitteemen with respect to them. The handbook is given to each committeeman 
when he is elected. 

t, Training.—Special attention is being given to training county office man- 
agers and employees. An office manager trainee program has been inaugurated 
in many States. This has been of considerable value in providing a reserve 
of trained personnel available for county committees to draw upon when vacan- 
cies occur. Many of the States have adopted a policy of having county office 
managers meet periodically in small groups for the purpose of obtaining more 
uniform understanding of program requirements and to reduce the time needed 
for employee training. 

5. Checking compliance.—The task of checking compliance with acreage 
allotments and marketing quotas has been materially improved through better 
advance planning of operations, better training of performance reporters prior 
to beginning fieldwork, and more timely and accurate spot checking. 

6. Reinspections.—Reinspections of farm-stored commodities are being made 
more often and more rigidly. 

7. Classification of county office positions—A revised county office grade 
schedule was adopted which provides greater flexibility in assigning employees 
to grades in line with the work they are performing. A job evaluation and 
salary study of county office positions has been initiated with the objective 
of establishing an even better basis for classifying county office jobs. Our 
objective, subject to the availability of funds, is to adjust grades and salaries 
of qualified county employees to attain greater equality among county offices 
and to provide, over a period of several years, rates of pay equal to those paid 
ederal employees and employees of private enterprise performing comparable 
work. 

8. Leave.-—The leave plan for county office employees was liberalized as of 
January 1, 1956, to provide leave privileges roughly comparable to those for 
Federal employees. 

9. Reorganization of county offices —A general reorganization of personnel 
of individual county offices was effected by State offices in many counties where 
deficient conditions were found. 

10. Strengthening county office staffs—County office staffs have been strength- 
ened where necessary to perform the work efficiently and satisfactorily. 

11. Incentive awards.—Greater stress has been placed on the incentive awards 
program. County office employees are now eligible for both cash awards and 
Department honor awards. A large number of employee suggestions have been 
submitted and adopted. Suggestions which have general applicability are being 
brought to the attention of all the States. 

12. Equipment and office space.—Considerable attention has been given to 
equipment and office space. Some county offices have been renovated or moved 
into better office space. However, there is need for further improvement in 
this respect. 

13. Consolidation of county offices—A review has been made to determine 
whether one office could serve two or more counties in cases where the amount 
of business did not justify maintenance of separate county offices. As a result 
of this review, a number of such consolidations have been made in order to 
reduce costs. 





Mr. Wurtrren. In that connection, however, I notice on page 8 you 
list the inereases that are requested in this budget. You list the agri- 
cultural adjustment program and the conservation program as well 
as the sugar program. However, under “Other programs,” you list 
the amount of $2,297,184. Is that where your pay raise is reflected ? 
Mr. Bracn. No, sir. 
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Mr. Wurrren. Do you not think we should have more of a break- 
down there than that ? 

Mr. Bracu. It represents items that are not required to be appro- 
priated which includes the CCC cost at the county level, which is 
not an appropriated fund, and the payments which would be con- 
tributed toward this pay raise from service fees that are collected 
from the farmers. 


COLLECTION OF SERVICE FEES FROM PRODUCERS 


Mr. Wurrren. We used to have some problems in trying to find 
out how much money you collected, and how much reporting there 
was on that type income. 

What is the story today? 

Mr. Beacu. Sir, the House notes show the source of the total funds 
transferred into the section 388 account, and if you will notice, it is 
shown there as “other” also, but the total amount of it is $45 million. 

The estimated amount of CCC funds to be advanced to section 388 
in the fiscal year 1956 is $42,334,000. The “other” portion is repre- 


. 
_- 


sented by $6,779,400, and that is largely service fees collected from 
producers. 
There was a small amount of section 32 funds involved. 


CONTROLS OVER FUNDS TRANSFERRED INTO SECTION 388 ACCOUNT 


Mr. Wuirren. What control do you exercise at the national level 
or at the State level over the use of those funds ? 

Mr. Beacu. We exercise exactly the same control over those funds 
as we do the appropriated funds. They are allotted and allocated in 
exactly the same manner on the basis of workload. 

Mr. Wurrten. Is there a report submitted to the committee as to 
the status of the programs and the funds in connection with these 
programs ? 

Mr. Beacu. That is correct. There is a statement on page 209 
of the House notes that indicates the transfers. The use of CCC 
funds has to be approved by the Board of Directors of the Corpora- 
tion before the funds are placed in a position to be allotted. 


SEMIANNUAL MANAGEMENT REPORT OF INVENTORIES 


Mr. Wuirren. I have here a letter addressed to the chairman of 
the Appropriations Commitee dated April 24, 1956, from Mr. Morse, 
Under Secretary, in response to a directive which was contained in 
our report of last year asking for a semiannual report on the amounts 
of commodities which you had handled, the approximate accumulated 
storage and handing costs since acqusition, and the approximate stor- 
age cost for 6 months, from July to December 1955, and this informa- 
tion was supplied in a letter as of April 24, 1956. 

I think it might be well for this letter to be included in the record at 
this point. 
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(The letter referred to follows :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 24, 1956. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives. 

Dear CONGRESSMAN CANNON: In connection with the management of inven- 
tories of the Commodity Credit Corporation, the House Report (H. Rept. 303, 
84th Cong.) on the Department of Agriculture and Farm Credit Administration 
Appropriation Bill, 1956, contains a reporting requirement as follows: 

“In order that Congress may be kept currently advised of progress made on 
this problem, it is requested that a semiannual report be submitted to the appro- 
priate committees, showing (1) the quantity and inventory value of commodities 
on hand which have not been offered for sale in world trade on a competitive 
basis, and (2) the storage charges on all commodities which have been held by 
the Corporation for more than 18 months.” 

In response to this request there is attached the first semiannual report which 
includes the following statements: 

(1) Approximate Storage Charges on All Commodities Which Have Been 
in CCC Price Support Inventory for 18 Months or More as of December 31, 
1955. 

(2) Quantity and Inventory Value of Price Support Inventories as of 
December 31, 1955, Which Have Not Been Offered for Sale in World Trade 
on a Competitive Basis During 1955. 

Sincerely yours, 

True D. Morse, Under Secretary. 


CommopiTy CrEpItT CoRPORATION 


Approximate storage charges on all commodities which have been in CCC price- 
support inventory for 18 months or more as of Dec. 31, 1955 


| 


| Approximate 





4 : Approximate 

accumulated “a 

Quantity in inventory for18| storage and storage costs 

Commodity months or more ! handling costs ~ —— 

since acquisi- "ies ——-" 

tion 2 er 1955 

Core. itt ALR Ue 185,774,552 bushels...........| $23, 731, 947 $3, 343, 942 
OORAAN., «nic Zhe pie aie i eke 112,838 bales_.....--- ks Sakis | 1, 702, 810 250, 500 
TOME csvenepesaaudaisaoestasmmeaan a 231,232 pounds. ....-........| 2, 798 347 
Wheat iccthdcd vi idide cdoieaddiandtheeenid 427,625,547 bushels__.._.-.._. | 103, 988, 955 26, 324, 629 
CO ne ce li eee 75,465,667 pounds_-......---- 2, 452, 634 679, 191 
Butter of). 5.2. cob JIM hls 762,574 pounds. ....-..---- 3 21, 733 6, 863 
CDOGRD <i. 5 dnteatensin ees 5 Aint iilaibalinmteed 172,268,512 pounds-.........-- 4, 914, 122 1, 343, 694 
PAU, QI crevic acca t-aethaucerccrs 8,746,148 pounds. -__......-__| 130, 318 36, 734 
Wool sinew cpbidniedied eis cipk db oe hbleduns Gide 101,755,839 pounds. .---- onees} 2, 590, 718 549, 481 
fe eee eas 424,107,842 pounds..-.-_-.---| 6, 642, 843 1, 557, 324 
Linseed off. 65646. Sab wad dud bdo dabaes 940,360 pounds... -....-...-.-| 4, 796 1, 693 
TOU. ...vacsdgie Ganbebceurgenssedmibdnais 245,996,172 pounds.--_- = iiiiilie 890, 646 113, 650 
alge deta AER mentee lille ll a ll 74, 415 14, 716 
Seeds, hay and pasture.................- 26,718,237 pounds-.-.._..----! 223, 826 48, 093 
We lee. Ai ol gl oes | 147, 372, 561 34, 270, 857 





! Based on accounting records in Fiscal Division, CSS. 
_ ? Represents cost of 1 ‘in’ charge and storage charge for number of months commodity assumed to be 
in inventory, based on averages of rates provided in uniform grain storage agreement or in other contracts 
with private warehousemen, and including an approximation of costs of any Government-owned facilities 
involved. The assumed length of time in storage is based upon use of average acquisition dates, and use of 
‘first-in, first-out’? for commingled commodities. 
Represents storage charge only for 6 months, based on averages of prevailing rates. 
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CommMopity CREDIT CORPORATION 


Quantity and inventory value of price-support inventories as of Dec. 31, 1955, which 
have not been offered for sale in world trade on a competitive basis during 1955 


{In thousands] 


Commodity Unit of measure | Quanity Value 


' 
Fy h wale 
Cotton, extra long staple_. <a ea bakiek'® of Daca 24 tee apies do) 93 $33, 975 
Cotton, upland !.__- ee IS ee Sn sector citeele chistes 7, 921 1, 437, 071 
Naval stores: 

Rosin ! béd ; Gee, | poppers: 280, 234 21, 517 

Turpentine. ‘ . nas _..| Gallon “y 1, 846 1, 059 
Tobacco !. : eee ---| Pound. .---- ; 231 9? 


Total. byfde ih ate * baihles aoad. uit sai Bae hie 
| \ 


1 Upland cotton and rosin were offered for export sale on a competitive-bid basis during January 195; 
tobacco in April 1956. 


EXPLANATION FOR FAILURE TO PLACE LARGER QUANTITIES OF COTTON FOR 
SALE IN WORLD MARKETS 


Mr. Wurrren. Mr. Hughes, as you know, we have had quite a long 
wrangle in this committee trying to get these commodities offered for 
sale in world markets, feeling “not “only that it is essential for the 
protection of the American taxpayer and for the protection of the 
Government itself, but that the continued movement or the offering 
of these commodities through normal trade channels for dollars was 
absolutely essential if we were to protect our own farmers from 
foreign expansion in these commodities which we are supporting in 
the United States. 

{ know you have appointed Mr. Daniels sales manager. Last fall 
I spoke to the National Grange at its annual meeting in Cleveland, 
Ohio, and I pointed out that we in this committee had set up in the 
bill separate funds for a sales manager ; that we had set out that a $10) 
billion corporation did not have a sales organization and had no 
general policy on sales. 

Acting on our committee report and on the bill, I stated that you 
had set up a fine sales manager in a nice suite of offices with a plush- 
bottom chair, but that you did not give him any cotton to sell. 

You finally offered i million bales of cotton for sale on the Ist 
of January. 

I would like to have in the record further information on this 
matter. As of the Ist of January, there was offered for sale 1 million 
bales of cotton, and all of that million bales was sold by the end of 
February. However, you had delayed until about a week ago before 
you would agree on any policy to sell any more cotton. As I under- 
stand your order now, Mr. Hughes, you “will sell more, but you will 
not deliver it before August. 

Mr. Hucues. That is correct, sir. 

Mr. Wuirren. Why is it that you treat cotton like that? Cotton 
is the only commodity that we have had for 3 years that you would 
not sell at all, and then when you sell 1 million bales you take out 
the shortest staple, which is the least desirable, and for which there 
is less demand, but when you sell it in about one-third of the time 
you thought it would take, you still would not sell any more for about 
2 months, or later than that. 
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Now that you will sell it, you will not put it on the market unless 
they will wait until after August for delivery, even though you have 
4 million bales on hand. 

Do you not think some accounting to the Congress should be made 
on a condition of that kind? 

Mr. Huenes. Mr. Chairman, I can give you a brief summary report 
now on the question which you have Taised. namely, why we did not 
move out aa sell for immediate delivery more cotton. It was due to 
the fact that we want to maintain the integrity of the officials of the 
Department of Agriculture and of Government generally. 

There was a press release out at the time the million bale announce- 
ment went out, and there was a statement in that press release to the 
effect that 1 million bales of a shorter staple cotton would be sold dur- 
: ¢ this year, up until August, sir. We did not feel, in view of the 

fact that there was an announcement out, that we could afford to 
violate the commitments that the Secretary of Agriculture and others 
had made. In other words, we had announced to the world that we 
were going to sell 1 million bales and only 1 million bales on or before 
August 1, and for that reason we thought that it would completely 
discredit the program for us to go against our word. 

This cotton liquidation is a program that is going to go on for prob- 
ably several years and the most important thing we can do is to be 
sure that we carry out to the strict letter any of the announcements 
and commitments that have been made. 

Mr. Wurrren. Well, I would have to be the last man to ask another 
man to break his word, and I would not do it. However, I might 
ask him to be more conscious about giving his word the next time. 

Mr. Hucues. Well, I think that advice will be received very well. 

Mr. McLary. I think there is one other point, Mr. Whitten, if I 
might interject, sir. 

[ think you will admit and this committee will admit that a lot of 
progress has been made within the last 6 months on this cotton prob- 
lem. The Secretary has stated that we are going to get back into 
the world cotton market and get the share of sales. that we should 
have. I think if you will give us another year to demonstrate it that 
we will be able to do it. 

Mr. Wutrren. I am mighty glad to hear that, Mr. McLain. 

Someone mentioned the other day that our hearings had been quite 
a bit different from what they have been in times past. That state- 
ment was made by one of the Assistant Secretaries and my reply to 
him was that this year we had the school lunch program up to where 
we have wanted it for the last 3 years, and that we had the soil con- 
servation and most of the other programs up to our idea of a budget 
and that you are selling lots of commodities and threatening to sell 
ihe others or have assured us that you are going to sell them, and 
that we did not have as much to argue about this time as we have had 
heretofore. 

There is some truth in that, because many of the things that we have 
pressed you hardest about—and when I say “you” I have reference 
to the entire Department—I am glad to see coming about, because I 
believe our recommendations have been thoroughly “sound. 

When you say that there has been a cons siderable percentage of 
improvement in the sale of cotton, L would like to go into that for a 
moment. 
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If you sold 1 million bales, that is a 1-million bale improvement over 
selling none. I do not know how you would figure it percentagewise, 
but when you have sold up to 1 million bales, it is a considerable per- 
centage to say the least. 

Mr. McLain. Well, I am saying that we are moving in the direc- 
tion in which I think we all recognize that we must move. 


COMMODITIES OFFERED FOR EXPORT SALE ON A COMPETITIVE BID BASIs 
DURING 1953, 1954, AND 1955 


(See also p. 2090) 


Mr. Wuirten. I have always in the releases that I have made rec- 
ognized that we have to set some limit as to how far we should go, 
which normally is to try to regain our normal share of the world mar- 
ket. I still would say that our normal share of the world market 
should not be a static thing, and that if world consumption increases 
and if world population increases, that the American farmer would 
be entitled to his pro-rata share of the increased consumption, and 
not be the victim necessarily of a static situation where every increase 
and demand for products would go somewhere else. 

I would like to have in the record a list of the commodities that 
you have on hand, and the quantities of such commodities which have 
been turned over to Mr. Daniels for sale. Of the quantities that you 
have turned over to him how much has he sold? This committee feels 
that it helped to hire him, and we want to know what kind of job 
he is doing. The best testimony of that is to see what percentage of 
that which you let him sell he has sold. However, the cotton which 
you have not turned over to him or that you have not given him a 
chance to sell, of course, he cannot sell until you let him do so. I 
would like to see what percentage of that which has actually been 
put on the market and offered on a competitive bid basis for sale 
has been sold, and I would like to have that information commodity 
by commodity. . 

Not only that, I would like to have the dates on which the first 
amounts were offered for sale, and a sequence of events as to the steps 
by which you have sold these commodities, if that is not too much 
in detail. 

Mr. Hucues. We will be glad to do what we can with that request, 
Mr. Whitten. 

Mr. Wuirrten. In asking that, I said to start with that I had given 
advance notice to you that I would want this information. So, I 
presume you will have that available for us. 

Mr. Huenes. With respect to our new sales program on cotton for 
delivery after August 1, the bids are in now on our first offer. 

Mr. Wurrren. We would like to have any information which you 
may be able to compile along that line. 

I wonder if we might have in the record the announcements or reg- 
ulations or whatever list you may have worked up so that the record 
will show just what the statement is? 

Mr. Huenes. Yes, sir. 

Mr. Wnuirren. If that is the information which you have there. 
we might incorporate it in the record at this point. 

(The information referred to is as follows :) 





218} JO Pus 3B $9}0T}003 90g 


698 ‘P28 ‘T1Z eo6t Aine 
| $99 ‘SbT ‘ol wwecwnnson’-cog, ATONUUS 
| 299 ‘228 ‘Sz a” 

| Pool Assnues 
2[]0 peesu0z}00 
‘sjonpoid peesu0}}09 
“U1IYIIOU BEI) 
AoupTy poy 


PS6I 9uNS 

ec6t Av 

ec6l Tady 

pe ae a ccs, Arenues 
ae ae eee a eg eg6t ABN 

SUIT] OB1B'] 


pens Reese ses 
peel Areniqeg | ~- sul] Aqug 
paeesoodniper- - ~-----91qrpe Arp ‘suveg 


Aopieg 





OZT ‘290 ‘E 
“fall, ple eye SAURY, 


£98 ‘OEI ni eae : 
pesuspu0g 
sjonpoid Aiqy 


S961 10q0300 
Rese oee>s = =e ae 
meperess 9961 1oqUIOAON 
$961 [dy 
| :98J10}3Nq PUB AT AT 
PONE E961 Joquieydag ) 
("S961 10q0390 naar 
(‘S961 ABW i 
speqsng 


Sc6r Tidy 34310M peipuny 
OIL ‘828 ‘62z 


(peyeurtyse) SIBITOP e961 “I “wee 
Gagan) | aa | syBey | apptimyo | toto | 
eseyoind Aqyquend Ayuend paloyo ysuy 248q | einsveul Jo yu 


C96T pun ‘POET ‘$96] sapah 4ppuazpo bursnp sisnqg prq 9a1;1;ad M09 D UO apps 440d xa LOf pa.affo sarj~poMmumoy 
LIGdug ALIGOWWOD 


£961 Ive IBpuUZTeO 


NOILVUOdHOD 





Lob ‘LES ‘I$ 


(po7euiyyse) 
aid sereg 


} 
| 
} 


| 006 ‘O99 “b$ 


(pe}euly}se) 
901d 
oseyoind 





ponunuog 


plos 
Ayuend 


161 1vaA IBPUATRO 


GGG] pun * 


ty 
/ 


816 ‘T9F ‘91 
108 GE 


269 “6b ‘t 
ZL ‘ZHL ‘6RI 
b6E “LET 


SIBIJOp 
410] petogo 
Ayyuent 


ee6l ‘Ture 
puvy uo 
Aqyjuenty 


] supa appuajyps buranp 


“@G6l Isnzny 
“oe op 

“e961 [dy 
Pe61 Auesnure 
£61 vung 


Oop 

op 

op 

Op 

op 
€c6I Isn3ny 


Pb 49Q0PO 
eg6, Aseniqoy 
PEG LAQUIAADN 
Po6T Aavnure 
P61 WsNnsNy 


pa1ayO Jsiy VC 


sjeysng 
14310M peipun Ay 


spunog 


spunog 


spoysng 
spuno 
spoysng 
spunod 
spaysng 


MUSROUL JO WUD 


1°90, 


subg A0g 
ujeid ‘stMYys10g 
YyoyA AIR 
YO}OA UOMO, y 
Sbod 10UIM UBLYSAYy 
019 J9A00 JOQUT 
ondsog 
U}[Bj[B UseyI 40) 
BIRT UAE) 
VLBW yepey] 
BLRTS OTey NY 
[10J0.19 JOOJspllg 
vingsed put Avy 
SsPpws 
vAY 
[0 PANO 
S1egO 
[10 peosul’y 
Ppowsx ely 


Dg prg aarjyadiuos p Uo apvs p40dxa s0f pasaffo satppolMmmMoy 


ponultjadop—NOILVaOdNOY) LIGad) ALIGOWNOD 





6ES “SLE 


008 “LE 


887, ‘E20 
18g t 


C16 ‘OZI ‘b 


£26 ‘200 ‘6$ 


(pe; euityse) 
void seyeg 


006 ‘09¢ 


OOL ‘St 


OOF “618 “2 


O8E 


| 
; 
| 00F ‘0Z8 | 


| 
| 


000 ‘s80 FIS | 


(peyeuryyse) 
; dord 


6S ‘961 


698. 


029 ‘262 ‘b 


OOE Z98 “FI 


000 040 ‘LET 


pos 
Aynuent 


aseyoingd 


Lh “s¢ 


aUYOpUT ¢ 


660 ‘ISI 
0} 


00S ‘SI 
oUPOpUyT ¢ 


000 ‘002 ‘Z ¢ 
oF 
000 ‘00S ‘T ¢ 


MHIUYoOpuy ¢ 


(9) 
000 ‘000 “SZ 


000 *890 ‘29 


Savllop 
10} posayjo 
Ayjuent 


“16F 

*"1é¢ 
£9% ‘1L8 
168 ‘S19 


O€9 ‘OFS “SOF 
99¢ ‘OET 692 


££0 “P80 


£88 “P60 


L16 ‘68% 


SEE ‘SEL ‘SIT 
b9E TIS “19¢ 


FS6I ‘T “uBs 
puey uo 
Aqyjuent 


ec6, isnany 
#o61 ouNL 

Gol AVIV 

gs6 [dy 

-- ees, Azenuvs 


op 


P6T Azeniqog 


PBI JOGOPO 
CGGT JOQUIBAON 


“egg, Arenigey 


GCI 180G01DO 
~~ “e¢6T ABIL 
SCHL JUQULIAON 


~~ $961 [udy 


£61 JoquIeydeg 
CES6L 49G0}IO 
Ceo61 ABI 


eget tidy 
~- peor Arenuve 
GC6L ARIA 


}YUSIoM posmpun Fy 
speysng 
op 


op 

op 

op 
spunod 


op 
op 


op 


spunog 


speysng 
14FZOMpoipuny 
spunog 
speysng 


MWNSKOUL JO WUD 


orqel 


JU PUd JB SAPOULOO] day 


UJay OU YBaIt) 
AQUPIY Pe 
pod [peurg 

Rid 

yuld 


owl, 
BUT] OFIR] 


Bully, Aqeg 
AQ pe AIp ‘suvog 


ADOPT GY 


JOO WM 


“To Suny, 
posuspuUo, ) 
sjonpoid Aig 
Aid 
AOU M 
Aap Veyuou “ATTY 
eso) 


Jeyyng 


‘PRjO}NG PUL ATI 
AQUO Hf 

pel 4j038) 

}YUBomM 9Se} VYDIT) 
y WOU 
oY 
synureg 
uo.) 


po1oyo say 91Vq 


PGI AvaA IEPUI[RO 


ponunu0g—Eg6el pun ‘¥EGT ‘EEG savah appuazns Burinp sisng prq 021)27aA U0) YD UO a)NS 240d XA 4Of pAsIO Sai] IpOMMo,) 


ponulmuogyn—NOILVUOdUO,) LIGCAUD ALIGOWINOL) 





ZOL ‘b16 ‘26 








a eee eee eee ee eee ee eee ee ---suBeqfog 
a} Upepuyl eprirt- eee VqsZTIOMpsspuny uye3 ‘suUINgaz10g 
000 ‘682 ‘OT $961 Tidy yoqwoa Are H 
o]ugepuy Pe6l Auenuvs yo}eA TOUINIOD 
~--sved 10,U, A UBljsny 
010 19A00 10701 A 


BJ[BJTS U.19YyIION 
BjTSI[V UTUTTI£) 
BBITS YVPV'T 
BITES OTB NET 
[}0}je13 cored. 
pus Ae 


a} ;Ugepuy SIZ ‘EFI F961 10G0190 
GZS ‘20% eget Asen.ige gs 
OSS ‘L6b a};agepul SLI ‘TeZ ‘T 
099 ‘bPI ‘9 000 "869 ‘IT 000 ‘006 ‘OZ 000 ‘009 "80T 2 Lel ‘OBL ‘IST $961 Arenuss 
OOT ‘200 ‘ee 6bF ‘160 ‘6 a} ;Uygepuy G02 ‘LZ ‘Z $961 Jsnsny 
StL ‘E22 ‘FIG eget Aine 
PEL 692 ‘08 gc61 Arsnues 
000 ‘Set ‘bt 000 ‘OFF ‘#92 09 ‘SbF ‘Lb6 
Sbl ‘690 ‘ZI$ 000 ‘899 ‘BIS 026 ‘089 “PIT Se. rr 
[10 peesu0}}09 
‘sjonpoid peesu0}}09 


Oo} BUIT1S0) S1B[Op Peal ‘Tues 
(poy suly1se) (Pe pros 
aid saug 1 eojid £ypuene JO} poiego pusy uo 


cevqomd Ayyaen} AyuBnh porogo Is1y 048q aansvour jo 1UQ 


PEGI IBOA IBPUO[BD 





ponuyju0g—ecel pun ‘FegT ‘gc6l 84vah sop uajpo Businp 818Dq p1q 2arj4yadwmoo D UO ans 440dw—a 40f pasal[o sayrpowmumog 


PenuyJUOHO—NOILYHOdAOH LIaaYM ALIGOW NOD 





*81QB} JO PUP JB S9}JOUJOOJ VIE 
| 000 “082 *£ 7 
ZL ‘996 ‘ZY ERS “RZ LO 0} £90 “ESE “TT P61 JUYOWO “Teysng , _ Aopivg 
| 000 ‘008 
(2) 3) 000 “SZ ZL “S68 ‘OLT “CC6 JOQWIVAON 6p**-"F : JOO. 
| 000 “000 
(2) (2) 07 
\ 000 ‘OS 
ITP ‘€20 
GOS ‘SZ | O88 ‘2ST Lh ‘£20 ‘b 04} 
000 ‘298 
T¥¢ ‘OT 000 ‘¢9 OOT ‘FS0 ‘I OOT ‘690 
LLE ‘122 
0} , 
000 ‘000 


ec6l Aueniqog op” ’ : [10 3un 


6p 2°" , ; “--- = pesuepuog 


op” “-“sgonpoid Aiq 
‘ j 


spunog ~- Ald 


ZOL ‘ZSS O8T ‘O88 ‘% 


ZE9 ‘009 F COGT 1990490 - . , ‘ --==-= KONA 
| 0} ; 
000 ‘000 
000 ‘000 


109 ‘bF6 SOL ‘TIL ‘T ‘869 ‘OI 18 “89z j ec6l ABI op” : “--=== Ip peyuou ‘ATTA 


£90 ‘ZS BEE ‘SSL 69€ ‘681 Z FOL ‘SOL } ~-“¢C61 JOQUIBDAON | aie et > "===" “989009, 
000 ‘000 ‘OT 

04 
| 000 ‘00s ‘9 


| 


110 ‘1#¢ : “PS61 [lady Sey 7" 20979 
:yejie7zjNg pus ATA 
£29 ‘ZIS | ““¢egl Jequieydeg ~ spunog ’ se ~--="== K9u0H 
(‘Ee6I 10G0390 ~-="""pad qJOg) 
(‘ec61 ABW : 34 S1OM 4S9} YS’) 


126 ‘ST9 ‘E | 000 ‘002 000 ‘000 ‘OT 


| 
| 
J 
| 


| 


000 ‘000 ‘€ | 
04 r| 686 ; oe “spysng | many ~“> WOU 
000 ‘Sz j 
OSs ‘Ess ‘T | OOL ‘ISb ‘% 098 ‘O62 alte Sy 2 | 
| | z | 
{ 000 “000 ‘2 |) 
998 “P61 “L$ 002 ‘8&Z ‘8$ LE9 ‘260 ‘¢ 04 
| 000 ‘09€ | 


626 ‘E10 ‘Et 000 ‘228 ‘Fz PLT ‘869 ‘01 
eve ----"gegT ady | 343}0Mporpuny | -~- “ste cea 
. --pegl Arenues pes spunog ----=-sanueed 


19 


$20 “S0Z “909 "C6 AB speysng ‘ 7 vc ile ie 


( pe} BUITISea) 
1 ooyd 


| SIBT[OP | ¢e6t ‘T ‘uRe 
esByoind 


a | JO} poseyo puey uo 


Aqyjuentd | - ‘i | ¢ } 
| Aqryuent Ayjuen® | paleo Jsay 938q ainsveul JO UL 


(po .eUItise) 
void seTeg 


6—pt. 4— 





oy 


CC6I IKOA IEPUZTVO 


013 


ponuruor) GG6[ pun ‘FOG ‘E96] sun fi LDPUITDI bur_inp SISDQ Ptq 9A1}2) »1U09 YD UO 9] DS 740d xa LOf p DA {Jo SAT]LPOULULO;) 


ponurlyuor NOILVUOdUO,) LIGHUS)Y ALIGOWNOS) 





¥2Z ‘684 ‘F 


182 ‘ZL ‘6 
160 ‘8ST ‘ZI 
TS¢ ‘690 ‘¢ 
(2) 
TT ‘290 ‘S 


Z9I ‘988 ‘OF 


L8zL ‘88 ‘¢ 


002 ‘E29 ‘ZI 
000 ‘986 ‘LT 
00¢ ‘EIT ‘¢ 
() 
000 ‘1z9 ‘¢ 


000 ‘61z ‘se 


000 ‘Eze ‘9 


008 ‘9LF 
000 ‘126 


28 ‘O8F ‘G 
(.) 


196 ‘068 ‘LT 


226 ‘26S ‘T 


£16 
009 ‘062 ‘ZEz 


008 ‘FE8 ‘Og 


008 “oF 


| 999 ‘09 
008 ‘bel 





(peyeuiy}se) 
aod sopeg 





( po} BUIT}se) 
1 907d 
eseyoind 


Aqquend 





| 
| 
| 
ZEE ‘TIS “FIT / 


000 ‘00z 
oy 

000 ‘89 

OTE ‘S9k 
07 

GST ‘¥Gz 

000 ‘00¢ ‘Z 
04 

000 ‘O0¢ 

000 ‘00% ‘Zz 
03 

000 ‘o9e 

000 ‘000 ‘T 
0} 

000 ‘E21 

se ugepuy 

ea Uugepuy 

000 ‘919 ‘6F 
04 

000 ‘OOF ‘2z 

288 °8Z0 ‘ST 
04 

000 ‘00 


aIUYOpuy ¢ 


ayUyepuy] ¢ 
000 “00¢ 


912 ‘181 ‘8 
IS ‘228 ‘2 
Te ‘coe 
LLE ‘Ses “ez 
T6I ‘828 ‘OST 
Org ‘9TE 

2 ‘886 ‘899 
R61 ‘ELL ‘F 


OTF ‘126 ‘26S 


£9¢ ‘299 ‘TI 





SiB[[Op 
10} polayjo 
Aqjuenh 


SSé6I ‘T 
puey uo 
Aqyyuent 


“uve 


#961 19q0390 
geet Arenigeg 
“""$OG1 JOQUIDAON 
“pool Arsnues 
P61 JsnANYy 


eget Aine 
“eegl Arsnuss 


re6l Arenues 


So6I YSNIKY 
““"$OG1 ouNnL 
~SS6T Ae 
e961 [lady 
geet Arenues ~~ 


po1ayo ysuy 48C 


spunog 


----gpeysng 


--spunog 


~-->-sraysng 


~spunog 


“qYyZ1eM peipuny, 


diNnsvew JO WUD 


ainjsed pus AvP 
:speeg 


[10 peasuy’] 


pooesxel yg 


S19JUT] U09300 
~“[BOUI Psesu0z}00 


“> peuyoy 


:[]0 poasu0z}0H 
:sjonpoid psesu0}}09 

UJ9YII0U 3BI14) 

Aouply poy 

pel [[eurg 

<a ae 


""MUId 


“eer OFUT 


“BUI]] 83.18] 


Bull] Aqeg 
aQIpe Aup ‘suveg 


Qg6I Av0A IBPUI[eD 





Poenulyuo;)y— Ce 


3] pun ‘FCG EGE] S4vah avpuajpvo Ouidnp 8ispq pig 2a1z44admMO0d D UO ajns 440d@a 40f pasafo 8aiyipomwmo,) 


PenUuTJUOQ—NOLLVUOdHO,) LIGHYL) ALIGOW WOK 





*poyiodxe AyTenjoe sem Aue JOyIOYAM 409Ge1 JOU P[NOA SP1OIBI NOOO pur o[qrat[Zeu 
eq p[NOM sees 4lodxe A[qQBUINSeIg “e[VS DIJSeUIOP JO 4IOUXO JOJ JOURS B[QRTIVAY 9 
“UMOYS JUNOWIB 0} BIQBIIVAY , 

‘Z99‘LES$ 10} 000'9O8$ JO BdT1d 

eseyoind pozeuiyyse ye 1033nq Jo Spunod [cE‘FIF'T PIOS OOO ‘sedJud asey} jo siseq 9y} UO 

“11nq { Mpeis 10} s}ued KE UBY} SSE, JOU PUB Y Ope1Z OJ punod Jed sjueo [fF UBT} SSOT 

jou 38 [[aS 0} 9peul sem Joyo ‘A[jUenbesqng “peydecoe sem punod 0d szued TF Ye 1033nqG 
V 9peis JO aseyoind ey} 10J pq 1048, Y “poyoofel 910M POATOOeI A[[VUTZTIO SPIq [TV 9 
*@[QB[TVAB AIOJUVAU] 91[JUS VPNHfOU] OF pepuej}UT JOO ¢ 


929 ‘ZE6 ‘G8% 
006 ‘926 ‘6 
00F ‘8€z ‘6h 


612 ‘THF ‘61Z 
ges ‘OF ‘OT 
009 ‘596 ‘OF 


OI ‘$6F ‘F 
10S ‘296 ‘Oz 


210 “629 ‘ 
04 

#96 ‘288 
9F6 ‘92 ‘E 

8 luygespuy 
8\lupgespuy 
628 ‘222 ‘Ts 
O86‘ 


002 ‘268 ‘T 026 ‘166 ‘€ 
0S6 ‘2 268 ‘61 
OOF “S6 LGL ‘19% 
OOF ‘88 986 ‘OIZ ‘*% 


168 ‘TIF 
600 ‘2 
808 “bP 
OFS ‘OZ 


‘sIseq pIq 9ATITJeduI0O B UO 4OU Ynq sedLId D1}seuIOp 

UY} SSI 3B JUIUIGIIZE 94} OPIs}NO puvB JUIMIBGIZY 7eIY A, [BUOTIVUIA}U] 8y} JepunN 44 ddxo 
JO} P[OS SBA JBOYM JOYIQ “A[UO JOM P91 JOS PUB IYZIOM 4S9}-JU AT] 10J 919M SZUTIIYO » 
*A[WO GOJI UeYOIG JO o[quTIVAe AIOJUBIAUT 91T}US JO} GIOM SBULIBYO ¢ 
“8 QVIIVAB GUIBIEd S9T1OJUBA TT OU YN 4ST SBTVS A[YJUOUI UT Pelayo ¢ 

“AJOJUIAUT Ul S8}TPOUTWIOD 4SEp[O oy} 0} A[JUBUTUIOPeId PezETIA P[OS 

S8T}TPOUTUIOD JO ddJId sseYydINd 94} IVY} JUEUII}BIS STY} JO Sasodind oy} 10OJ peuINsse useq 

sey 4 ‘SIseq ..JNO-4sIY ‘UI-jSIy,, 8 UO JO pesodsTp A[[BieUed oie AJOJUBAUT S,UOT}VIOdI0D 

94} UT S®T}J]POUIUIOD <OUTG ‘SISBq Po[ZUTUIOD B UO PeUTeiUTeU 9B SaoyId SNOTIVA 4B SIBBA 

doJd SNOJIVA UWIOIJ paltNboe sey{~pourmM0d ysour JO Sp100ei AJOYUIAUT BOUTS ‘ATUO UOTIeUT 
-}xoidde ysno1 8 ST} ‘pezfoJiOJ [G19}B[[00 UBOT ZUTPN[OUT ‘aoqid eseyoInd peieuUIT}se 9q,1, 1 


YoAa AIBA 

“--""qoJoA UOMIMIOD 

sved 10}UIM UBLIsSNy 
“---="""-dOJd JAA00 JOJUT AL 

7 aNIsvy 


B][Bj[e U1syVION 
[B uIUILIpD 


ysngany [[0Jel} JOOJSPslY 





an oe ae dh - - s eprAiceercld mustesn Care 





1696 







U. S. DEPARTMENT OF AGRICULTURE, ComMopity CREDIT CoRPORATION 





Commodities offered for export sale on a competitive bid basis—Percent of inventory 
offered and percent of sales to largest offer, calendar years 1953, 1954, and 1955 © 





} 











Calendar year 1953 

















Commodity | Unit of measure | Percent of | | Percent 

Quantity of | inventory | Quantity Sales to 

| largest offer | attimeof | sold | largest 

offer | offer 
| 










































Corn... - eiscee alam nese sire aa NIN sea 2 ee b Bdine 8 eked tel Guedes Heke ins 
Peanuts. -- _.....-| Pounds Ah cosa dd AS ok Vie ed. Oe ke ) ak eee 
Rice, broken St REO en 2). 582 Sool ea ‘ek 
W heat, light test weight and | 
eden cain atin ...-| Bushels__. , as : 
Honey.. satdevseat RE =« ‘ 98, 185 2 98, 185 100 
Milk and butterfat: | | 
Butter___- = 1 ee = Be 
Cheese ....do ~ ; oo ‘ a at ip anoe 
Milk, nonfat dry_._..._.|_....do__- i ¢ : a a a eS eee I 
Whey: | | 
Dry do | iP 
Dry products-_- do a a . | 
Condensed - - - : a ; <a ne | 
NOT. ks eencccs : x = oun : ; a : | 
Dh o-cmniaaciadwreenaniaes do ‘ j : a : : ae 
Barley < Bushels Sp Selewswes Areliphuwebescwunel osaguc 
Beans, dry edible: | 
Baby lima_- Hundredweight- wecen 
Large lima. --- do 
Pinto__. _do 
Pink. .-- : .do... ‘ ; bacco ; : 
Pea Se : do 3 580, 457 41 580, 457 100 
Small red __. : NOD cnn soe ae te Dees ee aa , ; 
Red kidney - ite eek eee i sce kniass ld adunesubean 
Great Northern. - -- do ee a he 





Cottonseed products: 
Cottonseed oil: 






















Crude_.-- iP Pounds... see = ciel i Tee al . as 
Refined _ - - NO ae nea : : ; Ra 
Cottonseed meal__-_- aE cn > ' = Tide Bs i ; ; | 
Cotton linters -_ -- 5 ED . ecsaxte scat ; - ‘ ie ee 
Flaxseed ze : Bushels__-_-_- 2 y aR 4 
Linseed oil_ -_.- Pounds........ 
Oats a Bushels 2 ’ ee : 
SU nice es ; PIED . oc sxtinecta<-nee Thee due iD ti onaacte - ae “ 
Rye .| Bushels.....3-.-. ielte  ke cel cbt wises ane Sieh cal eeceleaee a 
Seeds, hay, and pasture: | 
Birdsfoot trefoil on ll. Seuiiaan ia tet Ot leat wenhan ae aaahaed 
Buffalo alfalfa - ------ SS eae * aclidwebns ; 
Ladak alfalfa _----- eS ea eee Oe oa eee eee eee heend 
Grimm alfalfa ----- ils cin cas enetne kp theinokas l= cos at = 
Northern alfalfa ---- SS ee i. ah ete ee tian cs _ 
ee ; som nn winced tees aie iwente iibeshcuchooeue 
Seeds, winter cover crop: | | 
Austrian winter peas- - SS ee ie 25 0 0) 
Common vetch.------- eee Se” cee ‘ i hicbehaetakehlacceas 
Hairy vetch pas ..do aimee alee ae eoae oe eee hoe Lege sRe semen 
ees, WON... <5] RRR IN a wid ite ew 9 ee Gp oe | 52540 8Es | poe ewn ed 
Ic cc tase ec cauuens sO -- 5 -e-5<s eieae ae ‘ : 3 oauwnlit 





See footnotes at end of tables, 
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Commodities offered for export sale on a competitive bid basis—Percent of inven- 
tory offered and percent of sales to largest offer, calendar years 1953, 1954, and 


1955—Continued 


Commodity 


Corn 
Peanuts 
Rice, broken 


Unit of measure 


Bushels 


..---| Pounds 


Hundredweight- 


Wheat, light test weight and | 


soft red.* 

Honey ‘ 

Milk and butterfat: 
Butter . 
Cheese ‘ 

Milk, nonfat dry 
Whey: 
Dry . 
Dry products 
Condensed 

Tung oil 

W ool o« 

Barley e . 

Jeans, dry edible: 
Baby lima.. 
Large lima. 
Pinto 
Pink 
Pea . 

Small red_.. - 
Red kidney 
Great Northern 

Cottonseed products: 

Cottonseed oil: 
Crude 
Refined 

Cottonseed meal 

Cotton linters. 

Flaxseed 

I il seed oil 

Oats 

Olive oil 

R ve 

Seeds, hay, and pasture: 
Birdsfoot trefoil 
Buffalo alfalfa 
Ladak alfalfa 
Grimm alfalfa 
Northern alfalfa 
Fescue 

Seeds, winter cover crop: 


\ustrian winter peas. - 


Common vetch 
Hairy vetch 
Sorghums, grain 


soybeans 


..--| Bushels_- 
Pounds 


_do 
.do 
.do 


do 

.do 

.do 

do 

ae ‘= 
Bushels ee 


Hundredweight-- 
.do ; 
_do_- 

_do 
Ow nie 
.do 
..do 

ee 


Pounds 
_do 
.do_. 
_do 

Bushels 

Pounds 

Bushels 

Pounds 

Bushels 


Pounds 
do 
do 
do 
do 
do 


do 

do 

do 
Hundredweight 
Bushels 


See footnotes at end of tables. 


Quantity of 
largest offer | 


~ 62, 068, 000 


375, 000, 000 | 


6 Indefinite 


2, 200, 000 

6 Indefinite 
181, 049 

6 Indefinite 
58, 431 


20, 000, 000 
920, 000, 000 


6 Indefinite 
108, 600, 000 
® Indefinite 


6 Indefinite 


6 Indefinite 
10, 289, 000 
5 Indefinite 


Calendar year 1954 


Percent of 

inventory 

at time of 
offer 


Quantity 
sold 


100 137, 040, 000 


300 


114, 680, 970 
254, 446, 000 


9, O91, 449 
70, 900, 000 
3, 585, 000 


2, 125, 000 | 


14, 460, 000 
0 
1, 696, 000 


Percent 

sales to 

largest 
offer 


195 


2100 
109 


5100 


100 
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Commodities offered for export sale on a competitive bid basis—Percent of inven- 
tory offered and percent of sales to largest offer, calendar years 1958, 1954, and 


1955—Continued 





Commodity 


i ae 
Peanuts 
Rice, broken 


| 
Unit of measure 


| 


j | 

| Bushels. 

| Pounds_... 
Hundredweight 


Wheat, light test weight and | 


soft red.‘ 
Honey--_- sins 
Milk and butterfat: 


eae 
Milk, nonfat dry - - 
Whey: 
Dry bs 
Dry products 
Condensed . -- 
Tung oil 
Wool-_- 
Barley 
Beans, dry edible: 
Baby lima 


Large lima___....----.--|- 


| ee 
ic stsch cata 
RR inns 


pin ieee 


Red kidney - - 
Great Northern 
Cottonseed products: 
Cottonseed oil: 
Crude 
Refined 
Cottonseed meal 
Cotton linters - - 
ON gues. cs5.e 


Linseed oil __- 

Tenens 

Olive oil 

Rye 

Seeds, hay, and pasture: 
Birdsfoot trefoil 
Buffalo alfalfa 
Ladak alfalfa 
Grimm alfalfa 
Northern alfalfa 
Fescue 

Seeds, winter cover crop: 


Bushels 
Pounds 


a 
_...do 
...do 


.do 
do 
seat 
aie... 
do 


Bushels 


...do- 
...do 
.do 
.do 
do 
do 


Pounds 
do 
._.do 
do 
Bushels 
Pounds. _- 
Bushels _ - 
Pounds 
Bushels 


Pounds 
do 
do 
do 
do 
do 


Austrian winter peas _.__|_---- 


Common vetch. 
Hairy vetch 
Sorghums, grain__- 

Soybeans . 


1 
2 


3 


Hundredweight 
Bushels 


Calendar year 1955 





Quantity of 
largest offer 


2, 000, 000 
3) | 
2 Indefinite | 


3, 000, 000 | 


10, 000, 000 


15, 000, 000 | 
10, 000, 000 | 


51, 271, 377 | 


1, 054, 100 
4, 023, 411 
3, 000, 000 
6, 225, 000 


3, 250,000 | 


~ 500,000 | 


6 Indefinite 


‘Indefinite | 


6 Indefinite 


15, 025, 887 
49, 616, 000 
6 Indefinite 
® Indefinite 
1, 000, 000 


® Indefinite | 


22, 400, 000 | 


2, 500, 000 
365, 310 
200, 000 


3, 950 

, 222, 829 

6 Indefinite 
6 Indefinite 
3, 726, 946 

3, 629, 077 


2, 200, 000 
2, 346, 400 
3, 000, 000 


‘ Offerings were for light-test weight and soft red wheat only. 


inventory. 


Percent of 

inventory 

at time of 
offer 


Quantity 
sold 


| 
0.03 | 5, 097, 637 

(1) (4) 

2100. 00 | 790, 860 


. 03 10, 693, 174 


4.00 | 
5.00 | 
45. 00 | 


10, 000, 000 
2, 189, 369 
10, 698, 333 
100. 00 51, 271, 377 
100. 00 | 1, 054, 100 
100. 00 4, 023, 411 
9.00 | (7) 
4. 00 () 
7.00 67, 928, 885 





100. 00 | 213, 616 
134, 300 
100. 00 60, 665 
“100.00 | 
100. 00 


100. 00 | 
19. 00 
100. 00 
100. 00 | 
10. 00 
70.00 | 114,511,332 
7.00 17, 890, 961 
100. 00 (7) 
12. 00 


50, 834, 800 


5. 00 0 
54. 00 
100. 00 | 
100. 00 


257, 757 
19, 892 

3, 991, 970 
0 


770, 000 | 
20, 952, 501 | 


11. 00 


44. 00 4, 494, 116 


Offered on monthly sales list but no inventories became available. 

Offerings were for entire inventory available of broken rice only. 

> Where offering was for indefinite quantity, percent of sales to largest offer is on cost basis. 
Percent of inventory is to entire wheat 
Other wheat was sold for export under the International Wheat Agreement and outside the 


agreement at less than domestic prices but not on a competitive bid basis. 


6 All bids originally received were rejected. 


per pound was accepted. 


A and not less than 39 cents for grade B butter. 


butter at estimated purchase price of $806,000 for $557,662. 
6 Offer intended to include entire inventory available. ; 
7 Available either for export or domestic sale and CCC records do not reflect whether any was actually 


exported. 


~~ 306, 422 


232, 290, 600 | 
204, 400, 973 
Cc 


) 
1, 597, 972 | 


5, 480, 854 


2, 210, 936 | 





_ i , 


Percent 
sales to 
largest 


A later bid for the purchase of grade A butter at 41 cents 
Subsequently, offer was made to sell at not less than 41 cents per pound for grade 
On the basis of these prices, CCC sold 1,414,351 pounds of 
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COMMODITY CREDIT CORPORATION 
Sates FoR Exports ON a COMPETITIVE Bip Basis 


DEVELOPMENTS SINCE JANUARY 1, 1956 


An offering of 1 million bales of upland cotton of 15/16-inch staple, or shorter, 
was sold between January 3, 1956, and February 28 at prices ranging from 25.50 
cents per pound to 28.02 cents per pound. Another special export offering of 
cotton to be exported after August 1, 1956, was announced in April. First bids 
were accepted on May 2, 1956, for the sale of 10,487 bales at an average price 
of 27.90 cents per pound. 

Tobacco of the 1950 and older crops of type 35, One-Sucker, and type 36, Green 
River, which is in loan status has been offered for sale for export on a com- 
petitive bid basis. However, no bids were received. 

One hundred thousand drums of rosin were offered for sale in January and of 
this amount, slightly more than 6,000 drums were sold at an average price of 
8.36 cents per pound. 

Milled rice of the 1953 crop, excluding the California varieties Calrose and 
California Pearl, was offered for sale, but data is not readily available on the 
quantities sold. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, February 28, 1956. 


USDA ANNouNCES New UPLAND Cotton Export SALES PROGRAM FOR SHIPMENT 
AFTER JULY 31 


The United States Department of Agriculture today announced that it is 
initiating a new export sales program for Commodity Credit Corporation stocks 
of upland cotton. Under the new program, sales will be made periodically on a 
competitive bid basis, as under the current special cotton export program which 
is limited to cotton of 15/16-inch staple length and shorter. 

While cotton cannot be exported under the new program before August 1, 1956, 
the program is being announced at this time so that the domestic cotton industry, 
as well as foreign users of cotton, will know the Department’s export sales 
policy and can begin to make forward sales and purchases. Sales under the 
program will begin in the near future, as soon as the necessary program details 
can be developed. 

All qualities of upland cotton in the CCC inventory, and listed in the catalog, 
will be available for sale. Cotton sold under the program will be eligible for 
delivery against all sales, including Public Law 480 sales. 

United States cotton will be made available for export on a competitive basis, 
but sales will be made in an orderly manner to avoid disrupting world market 
prices and impairing the traditional competitive position of friendly countries. 

Export requirements and conditions will be contained in an announcement 
(identified as “Announcement CN—EX—2”) to be issued by the Cotton Division, 
Commodity Stabilization Service. Terms and conditions of sales will be released, 
the catalog will be issued, and all sales will be made by the New Orleans CSS 
Commodity Office, Wirth Building, 120 Marais Street, New Orleans 16, La., 
telephone Express 2411. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, April 17, 1956. 


DETAILS OF NEw Cotton Export PROGRAM ANNOUNCED 


The United States Department of Agriculture announced today that first offers 
under the recently announced program of export sales of Commodity Credit 
Corporation stoeks of upland cotton will be received by the New Orleans CSS 
Commodity Office, 120 Marais Street, New Orleans 16, La., not later than 
3:45 p. m. central standard time, April 24, 1956. Any upland cotton listed in 
the catalog of cotton stocks in the CCC inventory will be available for sale. 
Under this new export program originally announced February 28 (USDA 
611-56), CCC stocks of cotton will be periodically offered for export sale on a 
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competitive bid basis, but the cotton cannot be exported until after the beginning 
of the cotton marketing year beginning August 1, 1956. 

Cotton purchased under the program will be eligible for delivery against al] 
sales, including those made under barter contracts, credit sales under announce- 
ment No. GSM-—1 and Public Law 480 (foreign currency), regardless of date of 
sale. 

Exportation of the identical bales of cotton purchased will not be required, pro- 
vided the substitute cotton is equal in quantity. 

Full details of the program are contained in announcement CN-EX-2 (covering 
general export requirements) and announcement No.-C-8 (covering actual de- 
tails of sale), which are available from the New Orleans CSS Commodity Office, 
at the address given above. Telephone: Express 2411. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
New Orleans, La., April 17, 1956. 


Announcement No. NO-C-8 
SALE OF UPLAND CoTTON (COTTON ExPorRT PROGRAM ) 


To All Catalog Holders and Other Interested Parties: 

GENTLEMEN : Commodity Credit Corporation (hereafter referred to as “CCC”) 
has issued announcement CN-EX-2 announcing a cotton export program under 
which it will make available for sale, for export after July 31, 1956, upland cot- 
ton acquired in price support operations and listed in the catalog. The CSS 
Commodity Office, New Orleans, La., announces that it will consider for CCC 
offers to purchase cotton for export under announcement CN-—EX-2. Cotton 
available for sale is listed in the catalog dated January 1, 1956, as supplemented 
and deleted. This announcement and announcement CN—EX-2 contain the terms 
and conditions under which the cotton will be sold and exported under the 
cotton export program. 

1. Offers will be opened Tuesday, April 24, 1956, at 3:45 p. m.,e. s. t. The next 
opening will be on Tuesday, May 8, 1956, at 3:45 p. m., ¢. s. t., and thereafter 
offers will be opened every other week on Tuesday at 3:45 p. m.,¢.s.t. If Tues- 
day is a holiday, offers will be opened on the following business day. Offers re- 
ceived after 3: 45 p. m., c. s. t., on a particular opening day will not be considered. 
Offers ineligible for consideration because of late receipt may be resubmitted for 
the next opening. All offers by letter must be submitted directly by the offeror 
or a full-time employee of the offeror to the undersigned on forms identical 
to the specimen form attached hereto. Offers must be signed by an employee of 
the offeror who has contractual authority. All telegraphic offers filed direct 
by the offeror or a full-time employee of the offeror and containing all essential 
information will receive equal consideration with signed offers; however, it is 
required that a confirmation of such telegraphic offer signed by an employee of 
the offeror. who has contractual authority, be submitted promptly. Either : 
properly completed prescribed offer form marked “Confirmation of Telegraphic 
Offer” or a confirmation copy of the offer telegram signed by an employee of the 
offeror, who has contractual authority, will be accepted as confirmation. Offers 
other than telegraphic offers should be submitted in plain sealed envelopes ad- 
dressed to the undersigned and marked “Offer Under Announcement No. NO-C—. 
To Be Opened 8:45 p. m.,.c. #. t. .........- (date on which offers to be 
onened).” This envelone should be enclosed in a regular envelope reflecting the 
return address of the offeror. 

2. All offers must show in the space provided therefor a firm offer in cents per 
pound for the cotton, in the warehouse or compress where located. Compression 
charges, if any (including gin compression) will be added to our invoice. Basis 
offers will not be considered. Alternate offers will not be considered. Offers 
which contain a time limit for acceptance will not be considered. 

3. Separate offers must be submitted on cotton described in the catalog as 
growth 1 and growth 9. The offeror must insert the growth number in the space 
provided on the offer form in listing the cotton on which offer is submitted. 
Offers will be considered and successful offerors notified by wire as soon as 
possible after opening of offers. We reserve the right to accept offers either 
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in whole or in part. We also reserve the right to reject any and all offers in 
their entirety. 

t. (a) The cotton will be invoiced on receipt weights and on the basis of the 
classification of the cotton as listed in the catalog. If the cotton is covered 
with cotton bagging, the cotton will be invoiced at seven (7) pounds more than 
the receipt weight. Delivery and payment shall be made by sight draft with 

nvoice and warehouse receipts attached unless (1) the sale is a credit sale 
to be applied against a credit sales agreement entered into pursuant to announce- 
ment No. GSM-1; or (2) cotton is being delivered under a barter contract 
entered into by CCC. Financial arrangements and delivery of warehouse 
receipts on credit sales will be in accordance with the credit sales agreement 
entered into pursuant to announcement No. GSM-—1. Delivery under a barter 
contract will be in accordance with the terms of such contract. On offers accepted 
after August 1, 1956, drafts will be drawn as soon as possible after acceptance 
On offers accepted prior to August 1, 1956, drafts will not be drawn prior to August 

1956, except as follows: 

(1) If the purchaser enters into an agreement with CCC and a bank 
acceptable to CCC under which the bank will receive, handle, and control 
warehouse receipts in such a manner as to preclude movement of cotton 
into domestic consumption or export prior to August 1, 1956, the draft will 
be drawn immediately, and the purchaser may have the cotton sampled, 
processed for shipment, moved from one warehouse to another and other- 
wise handle the cotton except for delivery into domestic or export channels 
prior to August 1, 1956. 

(2) If the purchaser desires to obtain samples from cotton purchased 
from CCC on offers accepted by CCC prior to August 1, 1956, but does not 
desire to move the cotton from the warehouse in which stored, upon request 
and identification of the lots from which the samples are desired by the 
purchaser and establishment of a letter of credit in form and by a com- 
mercial bank acceptable to CCC in an amount at least equal to the invoice 
value of the cotton against which CCC may draw, CCC will deliver to the 
bank in which the letter of credit is established warehouse receipts and 
invoice covering the cotton attached to a draft payable by the bank on August 
1, 1956. Upon receipt of such letter of credit, a tag list covering the lots 
‘rom which the purchaser desires samples will be forwarded to the pur- 
chaser. Warehousemen will be furnished instructions that, upon presenta- 
tion of such tage list by the purchaser, they may sample and otherwise 
process the cotton for shipment (but not ship prior to August 1, 1956) as 
directed by the purchaser. 

In the event there is undue delay by the warehouseman in furnishing samples 
of cotton or in shipping cotton when ordered or in the event the warehouseman 
nukes excessive charges for handling and delivering the cotton, upon written 
request by the purchaser supported by evidence satisfactory to CCC with respect 
to such unnecessary delays or excessive charges, CCC will amend the terms oi 
sale from an “in store” delivery to delivery f. 0. b. cars or trucks at the bid 
price plus the additional cost to CCC, as determined by CCC, occasioned by the 
change in terms of sale. In the event the terms are amended, the amended 
terms shall apply to all sales to the purchaser under this program in such ware- 
house after the change is authorized until the conditions responsible for the 
change in the terms of sale have been corrected by the warehouseman. Payment 
for the cotton shall be made in accordance with instructions from CCC. 

(>) Final settlement shall be effected on all cotton included in a sale and shall 
be based on: Reweights of the cotton at the warehouse where the cotton is 
stored at time of sale, with 7 pounds adjustment for cotton bagging, regardless 
of whether a gain or loss is shown; and (2) the classification of the cotton as 
shown in the catalog unless the offeror has all of the cotton reclassed by a 
Board of Cotton Examiners of the United States Department of Agriculture, 
in which case final settlement shall be based on the reclassification of the bales 
All expenses incident to reweighing and reclassification shall be for the account 
of the purchaser. 

(ec) The purchaser shall furnish within 90 days from date of sale, unless 
such time is extended in writing by the undersigned, a final settlement state- 
ment in prescribed form, together with claim on form CSS—21 for amount due 
the purchaser or remittance payable to CCC. The final settlement statement 
shall be supported by : 

(1) Original and one copy of certified reweigh sheet, signed by the super- 
intendent or manager of the compress or warehouse storing the cotton at time 
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ompetitive bid basis, but the cotton cannot be exported until after the beginning 
of the cotton marketing year beginning August 1, 1956. 

Cotton purchased under the program will be eligible for delivery against a] 
sales, including those made under barter contracts, credit sales under announce. 
ment No. GSM-—1 and Public Law 480 (foreign currency), regardless of date of 
sale. 

Exportation of the identical bales of cotton purchased will not be required, pro- 
vided the substitute cotton is equal in quantity. 

Full details of the program are contained in announcement CN-EX-2 (covering 
general export requirements) and announcement No.-C-8 (covering actual de- 
tails of sale), which are available from the New Orleans CSS Commodity Office, 
at the address given above. Telephone: Express 2411. 


Untrep STates DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Vew Orleans, La., April 17, 1956 


Announcement No. NO-—C—8 
SALE OF UPLAND CoTTON (COTTON Export PROGRAM ) 


To All Catalog Holders and Other Interested Parties: 

GENTLEMEN : Commodity Credit Corporation (hereafter referred to as “CCC” 
has issued announcement CN—EX-2 announcing a cotton export program under 
which it will make available for sale, for export after July 31, 1956, upland cot- 
ton aequired in price support operations and listed in the catalog. The CSS 
Commodity Office, New Orleans, La., announces that it will consider for CCC 
offers to purchase cotton for export under announcement CN-—EX-2. Cotton 
available for sale is listed in the catalog dated January 1, 1956, as supplemented 
and deleted. This announcement and announcement CN-—EX-2 contain the terms 
and conditions under which the cotton will be sold and exported under the 
cotton export program. 

1. Offers will be opened Tuesday, April 24, 1956, at 3:45 p. m., ce. s. t. The next 
opening will be on Tuesday, May 8, 1956, at 3:45 p. m., ¢. s. t., and thereafter 
offers will be opened every other week on Tuesday at 3:45 p. m.,e¢.s.t. If Tues- 
day is a holiday, offers will be opened on the following business day. Offers re- 
ceived after 3:45 p. m., c. s. t., on a particular opening day will not be considered 
Offers ineligible for consideration because of late receipt may be resubmitted for 
the next opening. All offers by letter must be submitted directly by the offeror 
or a full-time employee of the offeror to the undersigned on forms identical 
to the specimen form attached hereto. Offers must be signed by an employee of 
the offeror who has contractual authority. All telegraphic offers filed direct 
by the offeror or a full-time employee of the offeror and containing all essential 
information will receive equal consideration with signed offers; however, it is 
required that a confirmation of such telegraphic offer signed by an employee oi 
he offeror. who has contractual authority, be submitted promptly. Either 4 
properly completed prescribed offer form marked “Confirmation of Telegraphic 
Offer’ or a confirmation copy of the offer telegram signed by an employee of the 
offeror, who has contractual authority, will be accepted as confirmation. Offers 
other than telegraphic offers should be submitted in plain sealed envelopes ac 
dressed to the undersigned and marked “Offer Under Announcement No. NO—C— 
To Be Opened 8:45 p. m., ¢. s. t. - (date on which offers to be 
onened).” This envelone should be enclosed in a regular envelope reflecting the 
return address of the offeror. 

2. All offers must show in the space provided therefor a firm offer in cents per 
pound for the cotton, in the warehouse or compress where located. Compression 
charges, if any (including gin compression) will be added to our invoice. Basis 
offers will not be considered, Alternate offers will not be considered. (Offers 
which contain a time limit for acceptance will not be considered. 

3. Separate offers must be submitted on cotton described in the catalog as 
growth 1 and growth 9. The offeror must insert the growth number in the space 
provided on the offer form in listing the cotton on which offer is submitted. 
Offers will be considered and successful offerors notified by wire as soon as 
possible after opening of offers. We reserve the right to accept offers either 
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whole or in part. We also reserve the right to reject any and all offers 
their entirety. 

1 (a) The cotton will be invoiced on receipt weights and on the basis of the 
classification of the cotton as listed in the catalog. If the cotton is covered 

th cotton bagging, the cotton will be invoiced at seven (7) pounds more than 

receipt weight. Delivery and payment shall be made by sight draft wit! 

voice and warehouse receipts attached unless (1) the sale is a credit sale 

he applied against a credit sales agreement entered into pursuant to announce 
ment No. GSM-—1: or (2) cotton is being delivered under a barter contract 
ntered into by CCC. Financial arrangements and delivery of warehouse 
receipts on credit sales will be in accordance with the credit sales agreement 
entered into pursuant to announcement No. GSM-1. Delivery under a barte) 
ontract will be in accordance with the terms of such contract. On offers accepted 
fter August 1, 1956, drafts will be drawn as soon as possible after acceptance 
On offers accepted prior to August 1, 1956, drafts will not be drawn prior to Augus! 

1956, except as follows: 

(1) If the purchaser enters into an agreement with CCC and a bank 
acceptable to CCC under which the bank will receive, handle, and contro! 
warehouse receipts in such a manner as to preclude movement of cotton 
into domestic consumption or export prior to August 1, 1956, the draft wil 
he drawn immediately, and the purchaser may have the cotton sampled 
processed for shipment, moved from one warehouse to another and othe 
wise handle the cotton except for delivery into domestic or export channels 
prior to August 1, 1956. 

(2) If the purchaser desires to obtain samples from cotton purchased 
from CCC on offers accepted by CCC prior to August 1, 1956, but does not 
desire to move the cotton from the warehouse in which stored, upon reques 
and identification of the lots from which the samples are desired by the 
purchaser and establishment of a letter of credit in form and by a com- 
mercial bank acceptable to CCC in an amount at least equal to the invoic 
value of the cotton against which CCC may draw, CCC will deliver to the 
bank in which the letter of credit is established warehouse receipts and 
invoice covering the cotton attached to a draft payable by the bank on Augus 
1, 1956. Upon receipt of such letter of credit, a tag list covering the lo 
from which the purchaser desires samples will be forwarded to the pum 
chaser. Warehousemen will be furnished instructions that, upon present 
tion of such tage list by the purchaser, they may sample and otherwis« 
process the cotton for shipment (but not ship prior to August 1, 1956) 
directed by the purchaser 
n the event there is undue delay by the warehouseman in furnishing 
otton or in shipping cotton when ordered or in the event the warel 

excessive charges for handling and delivering the cotton, upo1 

request by the purchaser supported by evidence satisfactory to CCC wit! 

such unnecessary delays or excessive charges, CCC will amend the 

e from an “in store’ delivery to delivery f. 0. b. cars or trucks 

e plus the additional cost to CCC, as determined by CCC, occasioned 
hange in terms of sale. In the event the terms are amended, the am 
terms shall apply to all sales to the purchaser under this program in suc] 
ouse after the change is authorized until the conditions responsible fo 
change in the terms of sale have been corrected by the warehousemai Pay 
the cotton shall be made in accordance with instructions from CC 
b) Final settleme.it shall be effected on all cotton included in a sale and shal 
he based on: Reweights of the cotton at the warehouse where the cotton 
stored at time of sale, with 7 pounds adjustment for cotton bagging, regardless 
f whether a gain or loss is shown; and (2) the classification of the cotton 
shown in the catalog unless the offeror has all of the cotton reclassed 
Board of Cotton Examiners of the United States Department of Agriculturs 

which case final settlement shall be based on the reclassification of the bales 
\ll expenses incident to rewéighing and reclassification shall be for the account 

the purchaser. 

) The purchaser shall furnish within 90 days from date of sal 

such time is extended in writing by the undersigned, a final settlement ate 
ment in prescribed form, together with claim on form CSS—21 for amount due 
the purchaser or remittance payable to CCC. The final settlement statement 
shall be supported by: 

(1) Original and one copy of certified reweigh sheet, signed by the supe 
intendent or manager of the compress or warehouse storing the cotton at ti 
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competitive bid basis, but the cotton cannot be exported until after the beginning 
of the cotton marketing year beginning August 1, 1956. 

Cotton purchased under the program will be eligible for delivery against all 
sales, including those made under barter contracts, credit sales under announce- 
ment No. GSM-1 and Public Law 480 (foreign currency), regardless of date of 
sale, 

Exportation of the identical bales of cotton purchased will not be required, pro- 
vided the substitute cotton is equal in quantity. 

Full details of the program are contained in announcement CN-EX-2 (covering 
general export requirements) and announcement No.—-C-8 (covering actual de- 
tails of sale), which are available from the New Orleans CSS Commodity Office, 
at the address given above. Telephone: Express 2411. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
New Orleans, La., April 17, 1956. 


Announcement No. NO-C-8 


SALE OF UPLAND COTTON (COTTON ExPorRT PROGRAM ) 


To All Catalog Holders and Other Interested Parties: 

GENTLEMEN : Commodity Credit Corporation (hereafter referred to as “CCC”) 
has issued announcement CN-—EX-2 announcing a cotton export program under 
which it will make available for sale, for export after July 31, 1956, upland cot- 
ton acquired in price support operations and listed in the catalog. The CSS 
Commodity Office, New Orleans, La., announces that it will consider for CCC 
offers to purchase cotton for export under announcement CN-EX-2. Cotton 
available for sale is listed in the catalog dated January 1, 1956, as supplemented 
and deleted. This announcement and announcement CN—EX-2 contain the terms 
and conditions under which the cotton will be sold and exported under the 
cotton export program. 

1. Offers will be opened Tuesday, April 24, 1956, at 3:45 p. m.,e¢. s. t. The next 
opening will be on Tuesday, May 8, 1956, at 3:45 p. m., ¢. s. t., and thereafter 
offers will be opened every other week on Tuesday at 3:45 p.m.,e.s.t. If Tues- 
day is a holiday, offers will be opened on the following business day. Offers re- 
ceived after 3:45 p. m., c. s. t., on a particular opening day will not be considered. 
Offers ineligible for consideration because of late receipt may be resubmitted for 
the next opening. All offers by letter must be submitted directly by the offeror 
or a full-time employee of the offeror to the undersigned on forms identical 
to the specimen form attached hereto. Offers must be signed by an employee of 
the offeror who has contractual authority. All telegraphic offers filed direct 
by the offeror or a full-time employee of the offeror and containing all essential 
information will receive equal consideration with signed offers; however, it is 
required that a confirmation of such telegraphic offer signed by an employee of 
the offeror, who has contractual authority, be submitted promptly. Either a 
properly completed prescribed offer form marked “Confirmation of Telegraphic 
Offer” or a confirmation copy of the offer telegram signed by an employee of the 
offeror, who has contractual authority, will be accepted as confirmation. Offers 
other than telegraphic offers should be submitted in plain sealed envelopes ad- 
dressed to the undersigned and marked “Offer Under Announcement No. NO—C-, 
To Be Opened 3:45 p. m., ¢. s. t. ~-__- Sencha: (date on which offers to be 
opened).” This envelone should be enclosed in a regular envelope reflecting the 
return address of the offeror. 

2. All offers must show in the space provided therefor a firm offer in cents per 
pound for the cotton, in the warehouse or compress where located. Compression 
charges, if any (including gin compression) will be added to our invoice. Basis 
offers will not be considered. Alternate offers will not be considered. Offers 
which contain a time limit for acceptance will not be considered. 

3. Separate offers must be submitted on cotton described in the catalog as 
growth 1 and growth 9. The offeror must insert the growth number in the space 
provided on the offer form in listing the cotton on which offer is submitted. 
Offers will be considered and successful offerors notified by wire as soon as 
possible after opening of offers. We reserve the right to accept offers either 
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in whole or in part. We also reserve the right to reject any and all offers in 
their entirety. 

4. (a) The cotton will be invoiced on receipt weights and on the basis of the 
classification of the cotton as listed in the catalog. If the cotton is covered 
with cotton bagging, the cotton will be invoiced at seven (7) pounds more than 
the receipt weight. Delivery and payment shall be made by sight draft with 
invoice and warehouse receipts attached unless (1) the sale is a credit sale 
to be applied against a credit sales agreement entered into pursuant to announce- 
ment No. GSM-1; or (2) cotton is being delivered under a barter contract 
entered into by CCC. Financial arrangements and delivery of warehouse 
receipts on credit sales will be in accordance with the credit sales agreement 
entered into pursuant to announcement No. GSM-—1. Delivery under a barter 
contract will be in accordance with the terms of such contract. On offers accepted 
after August 1, 1956, drafts will be drawn as soon as possible after acceptance. 
On offers accepted prior to August 1, 1956, drafts will not be drawn prior to August 
1, 1956, except as follows: 

(1) If the purchaser enters into an agreement with CCC and a bank 
acceptable to CCC under which the bank will receive, handle, and control 
warehouse receipts in such a manner as to preclude movement of cotton 
into domestic consumption or export prior to August 1, 1956, the draft will 
be drawn immediately, and the purchaser may have the cotton sampled, 
processed for shipment, moved from one warehouse to another and other- 
wise handle the cotton except for delivery into domestic or expert channels 
prior to August 1, 1956. 

(2) If the purchaser desires to obtain samples from cotton purchased 
from CCC on offers accepted by CCC prior to August 1, 1956, but does not 
desire to move the cotton from the warehouse in which stored, upon request 
and identification of the lots from which the samples are desired by the 
purchaser and establishment of a letter of credit in form and by a com- 
mercial bank acceptable to CCC in an amount at least equal to the invoice 
value of the cotton against which CCC may draw, CCC will deliver to the 
bank in which the letter of credit is established warehouse receipts and 
invoice covering the cotton attached to a draft payable by the bank on August 
1, 1956. Upon receipt of such letter of credit, a tag list covering the lots 
from which the purchaser desires samples will be forwarded to the pur- 
chaser. Warehousemen will be furnished instructions that, upon presenta- 
tion of such tage list by the purchaser, they may sample and otherwise 
process the cotton for shipment (but not ship prior to August 1, 1956) as 
directed by the purchaser. 

In the event there is undue delay by the warehouseman in furnishing samples 
of cotton or in shipping cotton when ordered or in the event the warehouseman 
iInakes excessive charges for handling and delivering the cotton, upon written 
request by the purchaser supported by evidence satisfactory to CCC with respect 
to such unnecessary delays or excessive charges, CCC will amend the terms ot 
sale from an “in store’ i 


, 


delivery to delivery f. 0. b. cars or trucks at the bid 
price plus the additional cost to CCC, as determined by CCC, occasioned by the 
change in terms of sale. In the event the terms are amended, the amended 
terms shall apply to all sales to the purchaser under this program in such ware- 
house after the change is authorized until the conditions responsible for the 
change in the terms of sale have been corrected by the warehouseman. Payment 
for the cotton shall be made in accordance with instructions from CCC. 

(b) Final settlement shall be effected on all cotton included in a sale and shall 
be based on: Reweights of the cotton at the warehouse where the cotton is 
stored at time of sale, with 7 pounds adjustment for cotton bagging, regardless 
of whether a gain or loss is shown; and (2) the classification of the cotton as 
shown in the catalog unless the offeror has all of the cotton reclassed by a 
Board of Cotton Examiners of the United States Department of Agriculture, 
in which case final settlement shall be based on the reclassification of the bales. 
All expenses incident to reweighing and reclassification shall be for the account 
of the purchaser. 

(c) The purchaser shall furnish within 90 days from date of sale, unless 
such time is extended in writing by the undersigned, a final settlement state- 
ment in prescribed form, together with claim on form CSS—21 for amount due 
the purchaser or remittance payable to CCC. The final settlement statement 
shall be supported by: 

(1) Original and one copy of certified reweigh sheet, signed by the super- 
intendent or manager of the compress or warehouse storing the cotton at time 
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of sale, reflecting the gross reweight of each bale of cotton on a particular 
sale. All cotton in a warehouse sold as one grade and staple must be on a 
separate reweight sheet from other grades and staples. The following 
certificate executed by the superintendent or manager of the compress or 
warehouse must appear on each reweight sheet: “This cotton was not re- 
sampled or reconditioned before reweighing.” 

(2) If final settlement is to be based on reclassification of the cotton, 
Form A Classification Memorandum, Form CN-378, Kecord “Sheet, or 
such other classification documents, as may be acceptable to CCC, of the 
Board of Cotton Examiners of the United States Department of Agriculture 
serving the territory in which the cotton is stored which reflect the classifi- 
cation under the same tag numbers as sold by CCC. Separate classifi- 
cation documents shall be furnished for and identified to each tag list under 
-ach sale and if there is more than one grade on a tag list a separate classi- 
fication sheet must be furnished for each grade. Review classification will 
not be accepted. 

(d) If the purchaser has the cotton reclassed, representative samples from 
each bale of the cotton must have been drawn from each side of the bale and 
forwarded in accordance with instructions from the undersigned directly to the 
Board of Cotton Examiners by the warehouse in which the cotton was stored 
as of the date of sale, except that upon approval in writing by the undersigned 
the samples may be drawn by any mutually agreeable warehouseman, and the 
Board classing the samples must note on the classification memorandum that 
samples were received direct from warehouse. 

(e) In computing the final settlement on bales based on reclassification of the 
cotton, the sales price for grades and staples reflected on the reclassification sheets 
which differ from the grades and staples reflected on the invoices will be adjusted 
on the basis of the average of the quoted average premiums and discounts of 
the 14 designated spot markets, except that adjustments (1) for 134g inch staple 


length shall be based on the average difference between %& inch and 4g inch in 


those markets which quote both staples, (2) for staple lengths from 152 inch 
through 1% inch shall be based on the average difference between 144.6 inch and 
the applicable staple length in the Memphis and Greenwood spot markets, and 
(3) for staple lengths longer than 1% inch shall be based on the value determined 
by CCC. Adjustments for those staple lengths not. quoted in each of the 14 mar- 


kets will be made to the 14 markets. Premiums and discounts for the last 10 
market days preceding the week in which the buyer’s offer was opened will be 
used in making adjustments. Splits in the white grades will be adjusted by one- 
half the quoted difference between the designated and next higher grade, and the 
light spots and light grays will be adjusted by one-half the quoted difference 
between the designated spotted or the gray grade and the corresponding white 
grade. 

(f) In the event any of the cotton upon reclassification is classed as below 
grade, such bales may be rejected by the purchaser and CCC will accept drafts 
with warehouse receipts attached for such bales drawn in an amount equal to 
the amount of the invoice for such bales. 

5. CCC will deliver warehouse receipts which may be either insured receipts 
or uninsured receipts. The warehouse receipts contain the obligation of the 
warehouseman to deliver the bales of cotton represented thereby in good condi- 
tion. CCC will not recognize any liability to the purchaser for loss due to dam- 
age. Therefore, the purchaser must look to the warehouseman for any loss due 
to damage. No warranty is made as to condition, growth, or area of production. 

6. Storage charges will be paid by CCC through date of transfer of the receipts. 
7. The buyer agrees to route cotton purchased in accordance with routing 
instructions to be furnished by CCC with invoice and in such manner as to 
protect CCC freight bills and not just outbound over the road named. Any rout- 
ing which does not protect CCC freight bills must be approved by CCC. The 
buyer also agrees to furnish to CCC within 60 days after date of bill of lading, 
2 copies, properly endorsed, of outbound bills of lading with related tag lists 
of all such cotton. Such outbound bills of lading are to be endorsed as follows: 

“This is to certify that we have purchased from Commodity Credit Corpora- 

bales of cotton representative of this bill of lading. Freight bills 
were not transferred; therefore, transit privileges are waived by us to Com- 
modity Credit Corporation. 
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If cotton purchased under this announcement is delivered to steamers or to 
consuming establishments in the city where it is stored at the time of purchase, 
the purchaser agrees to furnish CCC ocean bills of lading or mill receipts, as the 
case may be, together with tag lists of the cotton within 60 days after date of 
ocean bill of lading or date of mill receipt. 

If railroad bills of lading, ocean bills of lading, or mill receipts, as specified 
above, are not delivered to CCC within 60 days after date of bill of lading or 
date of mill receipt, or, in the event the cotton is not shipped within 8 months, 
the buyer shall honor 3-day sight draft for freight bills held by the CCC covering 
the bales of such cotton which were shipped by rail to the warehouse issuing 
the warehouse receipts at their refund value based on shipment to group B except 
on cotton stored at group B points on which price paid for expense bills will be 
agreed to by CCC and purchaser. 

&. No Member of or Delegate to the Congress of the United States, or Resident 
Commissioner, shall be admitted to any share or part of any contract resulting 
from offers submitted hereunder or to any benefit that may arise therefrom, but 
this provision shall not be construed to extend to such a contract if made with a 
corporation for its general benefit. 

9. The buyer warrants that he has not employed any person to solicit or secure 
a contract hereunder upon any agreement for a commission, percentage, broker- 
age, or contingent fee, and that no such consideration or payment has been or 
will be made. Breach of this Warranty shall give CCC the right to annul such 
contract or, in its discretion, add to the contract price for the cotton the amount 
of such commission, percentage, brokerage, or contingent fee. This warranty 
shall not apply to commissions payable by the buyer upon contracts secured or 
made through bona fide established commercial or selling agencies maintained 
by the buyer for the purpose of securing business. 

10. By submitting an offer, the offeror warrants that he has not employed 
or utilized any person, firm, or organization which furnished any information 
or service which might tend to prevent, limit, or restrict competitive bidding 
on cotton hereunder or which furnished any assistance in the calculation of 
prices. 

The catalog covering cotton sold under this announcement will, of course, be 
supplemented and deleted as necessary and deletions to the catalog will be 
issued as promptly as possible. 

Interested buyers desiring information as to stock remaining available in 
the catalog may telephone this office (Express 2411, extension 783). This serv- 
ice will not be available, however, to brokers or others who charge a fee to pur- 
chasers for catalog information. 

Very truly yours, 
F. P. BiaGs, 
Director, CSS Commodity Office. 


OFFER 


Mail address of firm 


Mr. F. P. Brees, 
Director, CSS Commodity Office, 
Commodity Credit Corporation, 
New Orleans, La. 

GENTLEMEN : Pursuant to the terms of your announcement No, NO-C-—8, dated 
April 17, 1956, and announcement CN-EX-2, and any amendments thereto, we 
submit our offer to purchase from Commodity Credit Corporation —~_~_____ 
bales of Upland cotton at the price(s) specified below : 


| l ul 
| } 2 
State coc } , , | ice 
co . | Warehouse | Warehouse Bales brad os 
a number | location | _ 7 ; 
only) | pound) 


Grade and | Season | Growth 


staple code code | (lor 9) 
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We agree to submit promptly final settlement statement with certified re- 
weight sheets and classificatica certificates, if applicable, and outbound bills 
of lading, or ocean bills of lading, as the case may be, in accordance with the 
provisions of your announcement. 


(Offeror) 


Draw through 


(Address) 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
CoMMODITY STABILIZATION SERVICE, 
New Orleans, La., April 19, 1956. 


Amendment No. 1 to announcement No. NO—-C-8 
SALE OF UPLAND COTTON 


(Cotton export program ) 


To All Catalog Holders and Other Interested Parties: 

Gentlemen: Announcement No. NO—-C-S8 is hereby amended, effective immedi- 
ately, as follows: 

Section 3 is hereby amended to read as follows: 

“3. Separate offers must be submitted on cotton described in the catalog as 
growth 1 and growth 9. The offeror must insert the growth number in the 
space provided on the offer form in listing the cotton on which offer is sub- 
mitted. Offers will be considered and successful offerors notified by wire as soon 
as possible after opening of offers. We reserve the right to accept offers either 
in whole or in part. We also reserve the right to reject any and all offers in their 
entirety. All offers of a purchaser submitted for a particular opening on growth 
1 cotton will be consolidated and any acceptance in whole or in part will be 
made under one sale; similarly, all offers of a purchaser submitted for a par- 
ticular opening on growth 9 cotton will be consolidated and any acceptance in 
whole or in part will be made under one sale.” 

Section 4 (b) is hereby amended to read as follows: 

“4. (b) Final settlement shall be effected on all cotton included in a sale and 
shall be based on (1) reweights of the cotton at the warehouse where the cotton 
is stored at time of sale, with seven (7) pounds adjustment for cotton bagging, 
regardless of whether a gain or loss is shown, and (2) the classification of the 
cotton as shown in the catalog unless the offerer has all of the cotton in a sale or, 
if he so elects, all of the cotton in a sale in a particular warehouse or in particular 
warehouses, reclassed by a board of cotton examiners of the United States De- 
partment of Agriculture, in which case final settlement shall be based on the 
reclassification of such cotton. All expenses incident to reweighing and re- 
classification shall be for the account of the purchaser.” 

Other than as provided herein the provisions of announcement No. NO-C-8 
remain unchanged. 

Very truly yours, 
F. P. Beges, 
Director, CSS Commodity Office. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
CoMMODITY STABILIZATION SERVICE, 
April 20, 1956. 
AMENDMENT 1 TO ANNOUNCEMENT CN-EX-2 
In order to clarify that cotton purchased under the special cotton export pro- 
gram is not eligible to be used as substitute cotton under the cotton-export pro- 


gram, section II A of announcement CN-EX-2 is hereby amended to read as 
follows: 





1705 


Il, EXPORT CONDITIONS 


A. Exportation of cotton 
All cotton sold hereunder is sold upon the condition that the purchaser exports 
to a destination, other than Alaska, Hawaii, or Puerto Rico, outside the conti- 
nental United States either the identical bales of cotton purchased from CCC or 
in substitution therefor an equal quantity of cotton which was not acquired by 
the purchaser under this announcement or under Announcement CN-EX-1 and 
NO-C-7 (the cotton exported by the purchaser is hereinafter referred to as “the 
cotton’). Export must be made by the purchaser and satisfactory evidence of 
exportation of the cotton must be submitted to the New Orleans Office. 
EF, MARION RHODES, 
Director, Cotton Division, Commodity Siabilization Service. 
Approved : 
FRANK P, DAVIES, 
Vice President, Commodity Credit Corporation. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
April 17, 1956. 


ANNOUNCEMENT CN-EX-—2 Corton Export PROGRAM 
I. GENERAL 


Commodity Credit Corporation (hereinafter referred to as “CCC”) will make 
available for sale for export only, pursuant to the provisions of this announce- 
ment, its inventory of upland cotton acquired in price-support operations, Sales 
will be made on a competitive bid basis through the CSS Commodity Office, 
Wirth Building, 120 Marais Street, New Orleans 16, Louisiana (hereinafter 
referred to as the “New Orleans office’). The New Orleans office will issue a 
sales announcement (identified as Announcement Number NO-C-8) which, to- 
gether with this announcement, will contain the terms and conditions under 
which the cotton will be sold and exported. The New Orleans office will also 
issue and distribute for a nominal fee a catalog, including additions and dele- 
tions thereto. Any upland cotton in inventory and listed in the catalog will be 
available for sale. Information pertaining to the operation of the program 
may be obtained from the New Orleans office. 

Warehouse receipts will not be available to purchasers, and cotton cannot 
be exported under the program, prior to August 1, 1956. 


1I, EXPORT CONDITIONS 


A, Exportation of cotton 


All cotton sold hereunder is sold upon the condition that the purchaser ex- 
ports to a destination, other than Alaska, Hawaii, or Puerto Rico, outside the 
continental United States either the identical bales of cotton purchased from 
ccc or in substitution therefor an equal quantity of cotton which was not 
acquired by the purchaser under this announcement (the cotton exported by the 
purchaser is hereinafter referred to as “the cotton”). Export must be made by 
the purchaser and satisfactory evidence of exportation of the cotton must be 
submitted to the New Orleans office. 


B. Exportation of substitute cotton 


1. If other than the identical bales of cotton purchased from CCC are ex- 
ported by the purchaser in fulfillment of the export requirements of this an- 
nouncement, the unpatched gross weight of the cotton exported (including any 
identical bales in the shipment) must equal the gross weight of the cotton pur- 
chased from CCC, and the cotton exported must be of grades within the uni- 
versal standards for American upland cotton, must have a staple length of 
1%. inch or longer, and must have been produced in the continental United 
States. Cotton exported in substitution must not be reginned, loose, or pickery 
cotton or any other such irregular cotton. 

2. Cotton shipped as offset cotton in connection with Proclamation 2544 of 
the President of the United States will not fulfill the export requirements of 
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this announcement. The cotton will be eligible for delivery against any other 
sales (including sales financed through programs under Public Law 480 and 
under CCC barter transactions), regardless of the date of sale. 

C. Time for export 

The cotton must be exported after July 31, 1956, and not later than 12 months 
after the date the warehouse receipts covering the cotton purchased from CCC 
are made available to the purchaser or the cotton is delivered to the purchaser. 
Cotton exported in substitution for cotton purchased from CCC hereunder must 
be exported after the date of purchase of such cotton from CCC. 

D. Satisfactory evidence of exportation 

Evidence of exportation of the cotton, to be satisfactory hereunder, must 
meet the following requirements: 

1. Separate documents must be submitted for each export shipment, and all 
documents covering any one such shipment must be submitted at the same time. 
Each document must identify, by the CCC sales number, the sale against which 
the export is being made. If the export sale is financed under Public Law 480, 
the Purchase Authorization Number must also be shown on the documents eyi- 
dencing exportation. 

2. If the cotton is exported to Canada or Mexico, the purchaser shall furnish 
two copies of the railroad bill of lading under which the cotton is shipped and 
an authenticated landing certificate, in duplicate, issued by an official of the 
government of the country to which the cotton is exported, showing the number 
of bales, marks, the place and date of enry, and gross landed weight of the 
cotton, and the name and address of both the person who exported the cotton 
from the United States and the person to whom it is shipped. 

3. If the cotton is exported to any country other than Canada or Mexico, the 
purchaser shall furnish two nonnegotiable copies of either an on-board ocean 
bill of lading or a port or custody bill of lading with on-board endorsement. The 
bill of lading must show the number of bales, marks, and gross weight of the 
cotton, the date and place of loading, the name of the vessel, the destination of 
the cotton, and the name and address of both the person who exported the cotton 
and the person to whom it is shipped. 

4, The purchaser shall furnish a copy of a tag list showing the warehouse 
receipt numbers under which the cotton is exported and containing a statement 
of the quality of the cotton expressed in terms of the official United States 
standards. Such tag list shall so indicate if only identical bales purchased 
from CCC are shown thereon. Such tag list shall be sworn to by the purchaser 
as true and correct. 

5. If other than identical bales of cotton purchased from CCC are included 
in a shipment, the purchaser shall furnish an affidavit reflecting, in relation to 
each ocean bill of lading, the actual gross weight of the cotton shipped, exclusive 
of any franchised weight and exclusive of patches. The affidavit covering the 
last shipment against any sale must also state that the total unpatched gross 
weight of the cotton exported is equal to the gross weight of the cotton purchased 
from CCC under such sale. 

6. The documents specified above must be filed with the New Orleans office 
not later than 30 days after the date of the landing certificate, on-board ocean 
bill of lading, or on-board endorsement of port or custody bill of lading. An 
extension of time for submission of such documents may be granted by the 
director of the New Orleans office if he determines that the purchaser has been 
or will be delayed in submitting such documents by a cause which the director 
of the New Orleans office determines to be beyond the control of the purchaser. 
Failure of the purchaser to furnish such satisfactory evidence of exportation 
within 30 days after the final date for exportation, determined in accordance 
with subsection C above, shall constitute prima facie evidence of failure to 
export. ; 

7. The purchaser shall also furnish promptly any additional evidence of 
exportation which may be requested by the director of the New Orleans office. 

8. If the cotton is loaded on board a vessel for shipment to a destination, 
other than Alaska, Hawaii, or Puerto Rico, outside the continental United 
States and is destroyed or damaged while on board such vessel, and the cotton or 
salvage therefrom does not reenter the United States, for the purposes of ful- 
filling the export requirements of this announcement, the cotton shall be regarded 
as having been exported. 
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Ill. PERFORMANCE GUARANTY 


The purchaser shall furnish, prior to delivery of cotton by CCC, a cash deposit, 
performance bond, or performance-type letter of credit, acceptable to CCC to 
guarantee performance under the program. Such deposit, bond, or letter of 
credit shall be in an amount at least equivalent to $20 for each bale of the cotton 
delivered by CCC for which, at any one time, satisfactory evidence of exportation 
has not been submitted. 


IV. PRICE ADJUSTMENT 


CCC sells cotton for unrestricted use at not less than the statutory minimum 
sales price for sales for unrestricted use (105 percent of the current support 
price for such cotton plus reasonable carrying charges) or the domestic market 
price, whichever is the higher. Sales of cotton by CCC for export are not subject 
to the statutory price restriction. Sales of cotton under this announcement may 
be made at reduced prices and are made upon the condition that the purchaser 
exports in conformity with the requirements of this announcement either the 
identical bales purchased or in substitution therefor an equal quantity of cotton 
which was not acquired by the purchaser under this announcement. If (1) any 
cotton sold hereunder, or in substitution therefor an equal number of pounds 
(unpatched gross weight) of cotton which was not acquired by the purchaser 
hereunder, is not exported by the purchaser in conformity with the requirements 
of this announcement, or (2) exportation is made and any of the cotton so 
exported is reentered into the continental United States or Alaska, Hawaii, or 
Puerto Rico (unless such cotton reenters pursuant to Proclamation 2544 of the 
President of the United States), whether or not such reentry is caused by the 
purchaser, the sales price of the quantity of cotton which is not so exported or 
is reentered (or if such cotton was exported in substitution, the cotton for which 
such cotton was substituted) shall be adjusted upward by the amount that such 
sales price is exceeded by the higher of CCC’s highest statutory minimum sales 
price for unrestricted use, as determined by CCC, or the highest domestic market 
price, as determined by CCC, between August 1, 1956, or the date of sale, which- 
ever is later, and the final date for exportation hereunder (where the purchaser 
fails to export in accordance herewith) or the date of reentry of such cotton 
(where the cotton is reentered). The total amount of any such upward adjust- 
ment of the sales price shall be paid by the purchaser to CCC promptly upon 
demand. Upon payment of such amount, the cotton shall be available to the 
purchaser for unrestricted use. 


V. RECORDS AND REPORTS 


The purchaser shall make available to CCC, from time to time upon CCC’s 
request, such information and reports and such of the purchaser’s and such of 
his affiliates’ and subsidiaries’ books, records, and accounts, and other documents 
and papers, as CCC may deem pertinent to any transaction hereunder. Specific 
reporting requirements subsequently prescribed shall be subject to approval of 
the Bureau of the Budget pursuant to the Federal Reports Act of 1942. 


F. MARION RHODES, 
Director, Cotton Division, 
Commodity Stabilization Service. 
Approved : 
JOHN H. DEAN, 
Acting Vice President, 
Commodity Credit Corporation. 


NOTICE TO EXPORTERS 


The Department of Commerce, Bureau of Foreign Commerce, pursuant to regu- 
lations under the Export Control Act of 1949, prohibits the exportation or re- 
exportation of any commodities to the Soviet bloc or Macao and certain com- 
modities to Hong Kong, except under license issued by that office. These 
regulations further require that, effective July 7, 1955, persons making an ex- 
port shipment of any quantity against a CCC export sales transaction amounting 
to $100,000 or more of agricultural commodities file with the Collector of Customs 
one copy (in addition to any copies required for other purposes) of the shipper’s 
export declaration and send to Bureau of Foreign Commerce, Washington 25, 
l. C., one copy of the on-board bil of lading on all such shipments. Each of 
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these documents must bear the CCC sales number and the notation “FC-1210” 
in the upper right-hand corner. 

Mr. Manwarine. Off the record. 

( Discussion off the record.) 


ROLE OF CCC IN FINANCING SOIL BANK PROGRAM 


Mr. Wuirren. There is another thing that disturbs me, Mr. Hughes; 
so many things are being done through the CCC that the farm pro- 
grams are going to be charged up in the public mind with many 
things that are not a cost of the farm program. 

The soil-bank bill which has been reported by the Agricultural 
Committee provides for payments by the CCC. It will show up asa 
‘apital impairment of the CCC. What are the merits of the soil- 
bank program that it should be charged up to this Corporation? 
That provision was in there at the request of the Department, as I 
understand it. 

Mr. Bracu. It would not show up as an impairment of the capital 
of the Corporation; it would show up as a separate request for reim- 
bursement specifically for the soil bank in the same fashion as for the 
International Wheat Agreement costs. 

Mr. Wuirren. I appreciate your statement. I worked very hard 
on this committee trying to get all of these separate activities under 
different headings so that you could clearly show that they are differ- 
ent. I do not know if everyone who reads it understands it, as you 
and I, and I am still afraid it will look like it is a cost of this overall 
farm program. 

The use of the CCC to finance the soil-bank program did not origi- 
nate at your level, but it was on the recommendation of the Secretary. 
Am I correct in that ? 

Mr. McLain. Yes. 

Mr. WHEELER. We recommended that the funds and the facilities 
of CCC be made available for the soil-bank program along the same 
lines as the use of CCC funds, pending subsequent reimbursement by 
appropriation, for other similar programs. 

Mr. Wuitren. What is the basis for it? You are not losing con- 
fidence in this subcommittee, are you? You do not think this sub- 
committee will not make appropriations for the activities of the 
Department ? 

Mr. Wueeter. We certainly are not. At the time the proposal was 
made, you will recall, it was hoped that the soil bank could be quickly 
enacted and gotten into operation on the 1956 crops. The acreage 

reserve portion of the soil bank is certainly a natural for CCC financing 
in that the proposal involves the issuing by CCC of certificates to the 
farmers to be later redeemed by CCC for reducing acreages below their 
allotments; in other words, from a fiscal standpoint the acreage reserve 
is in effect a substitute for the loan that would ordinarily be made on 
the crops for farmers who comply with acreage allotments. 

Another consideration was the fact that the program will be carried 
out through the local committees who have procedures and facilities 
set up for ‘making the payments to farmers from CCC funds by sight 
drafts, as they are accustomed to make loans to farmers, and it would 
considerably facilitate carrying it out at the field level. 
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Now, the provision that is in the latest version, as I understand it, 
will contemplate, after the first year of operation, appropriations to 
reimburse the CCC in advance. Under this arrangement, the appro- 
priation act will precede the carrying on of the program and the funds 
will be transferred to CCC for use under those authorities. 

Mr. Wurrren. I am still a little skeptical about getting this soil 
bank mixed up in the price-support appropriation. I can see that 
there are some reasons why the personnel and the people in this line 
of work will in all likelihood do the work in connection with the soil 
bank, but to let them pay out of corporate funds rather than getting 
an appropriation at this late date is a mistake. I think it would be 
better for us to make the appropriation. 

Mr. Wueeter. It was certainly our intention all along that the use 
of CCC funds would be in the nature of an advance, as it has been 
for these other programs, and the appropriation to reimburse the 
CCC would be under the title and carried separately in the bill in 
the name of the soil bank. 


















CURRENT AMOUNT OF UNUSED BORROWING AUTHORITY IN CCC 






Mr. Wurrren. How much unused borrowing authority do you 
have in the CCC at this time ? 

Mr. Hvueues. There is very little margin. Mr. Beach says around 
$600 million. 

Mr. Beacu. Asof March 31. 

Mr. Bercer. It was earlier estimated to be down to about $400 
million. 








NEED FOR ADDITIONAL BORROWING AUTHORITY 


Mr. Wuirren. Have you made any request of the Banking and 
Currency Committee for an increase in borrowing authority of the 
CCC? 

Mr. Hueues. We have it under study. 

Mr. Wuirtren. If we finance this soil bank through the CCC, and 
if you are that close to the margin, and the law says that you must 
support these commodities at various levels, there would not be any 
money for the soil bank until and unless the Congress passed legis- 
Jation increasing the borrowing authority of the Corporation, would 
there? 

Mr. Wueeter. Mr. Whitten, we are going to have to request addi- 
tional borrowing power regardless of the fact of financing, or not 
financing, the soil bank through this Corporation. The amount that 
we have proposed, but which has not yet been cleared finally for 
submission to the Congress, takes into account the possibility that the 
soil bank would be financed through CCC up through next June 30— 
we projected it that far. 

I might point out that the gross payment figure of $1,200 million 
that has been considerably discussed would not reflect itself entirely 
as an increase in the use of CCC borrowing power, particularly with 
respect to the acreage reserve. 

The value of the certificates which CCC would be obligated to 
redeem would tend to be offset, or more than offset, by the fact that 
loans would not have to be made on the crops not produced on the 
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acres taken out under the acreage allotment. Through the use of 
OCC financing, that offset would result in a net expenditure against 
CCC that would just about equal the cost of the acreage reserve 
program. 

Mr. Wuirten. Mr. Wheeler, you sound like a friend of the measure. 
I would like to ask you as a farmer if the farmer took the money that 
the Government paid to him and bought more fertilizer, it might well 
be that with reduced acreage he would still make more and more of 
acrop. Is not that possible, and has it not happened to a considerable 
degree in recent years ? 

Mr. Wueeter. I am sure that we are all aware that we cannot 
predict with certainty that the yields per acre will stay the same 
as they were last year. They may increase, but bear in mind that 
under the acreage reserve program there will be acres taken out of 
production which otherwise would qualify for Pipe aneers loans 
to the full amount of the price supported on the crop, whereas the 
value of the certificates would be somewhere around 50 or 60 percent. 

Mr. Wurrren. The point that I make is, the department has not yet 
made any recommendation for increasing the borrowing authority of 
the Corporation. Under your price-support program with which you 
are charged and which you have an obligation to carry out, you are 
so close to the absolute limit that, if we were to pass the soil-bank bill, 
it would be virtually valueless until such time as you got an increase 
in the borrowing authority as a corporation. 

Mr. Beacu. May Imakeacomment? As soon as this appropriation 
bill is passed, the borrowing authority of the corporation will be re- 
stored by the amount of the capital impairment, which is approxi- 


mately $1 billion, so effective July 1, our projection includes the as- 
sumption we should have the restoration of past impairments. 

Mr. AnperRsEN. May I ask if in addition to the $1.2 billion that you 
have already started on the road in the light of the direct a 


tion which could certainly be transferred to the CCC, would those 
two then obviate any necessity in the immediate future for raising the 
borrowing authority? How about that, Mr. McLain? 

Mr. Wurrren. We would have no right under the law to appropri- 
ate money to the CCC. 

Mr. Anversen. It could be transferred. 

Mr. Wurrten. Being a corporation, it is limited as to how much it 
can owe, 

The appropriation of the $1.2 billion is, and will be, held up, since 
the legislative committee has seen fit to go ahead and act on the soil- 
bank bill. I do not contemplate that we will have two approaches to 
the same problem. I guess the appropriation bill will probably stay 
dormant as long as we make progress in getting the other bill enacted. 

Mr. Beacu. Mr. Wheeler pointed out that the requirement for addi- 
tional borrowing power is without consideration of the soil bank, and 
after consideration of the restoration of the capital impairment. 

Mr. Anpersen. Regardless of the restoration of the capital impair- 
ment, and regardless of the transfer, you still need increased borrow- 
ing authority ? 

Mr. Bracu. Yes. 

Mr. Wuirren. Mr. Wheeler’s argument is sort of offset here to what 
has happened to the Department in the last 3 years. You have cut 
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cotton acreage 35 percent, but your CCC inventories of cotton are 
about 3 times what they were 4 years ago when you took over, so while 
cotton acreage has been cut 35 percent the CCC inventories are 3 
times what they were. 


EFFECTS OF ACREAGE REDUCTION ON PRODUCIION 


Mr. Hucues. We might not get the same increase when farmers are 
paid for taking the reduction. 

Mr. Warren. We have had a decrease in cotton acreage, but our 
holdings have been increased. We have had a 25 percent cut in wheat 
acreage, but our wheat stocks are up. I think that should be a hint 
to someone that cutting acreage may not have the desired result of 
cutting production. 

Mr. Hvuanes. The point that I wanted to make was, when farmers 
are not paid for taking the reduction maybe they are ee more pres- 
sure to increase yield ‘than they would be otherwise. I do not know. 

Mr. Wurrren. They might be. If you were to go down into my 
section and pay them rental on this land, they might take it and buy 
ore fertilizer so as to get more production for the acre. I think the 
effort to control production by acres is what is increasing our pro- 
duction. It is imperative for the average farmer to get everything 
he can out of the acres he has, since he has a limited number. 

Mr. Anpersen. I think what you say applies more to the South 
than it would to my area. I do not see how we could immediately in- 
crease through better farming methods much over our production of 
corn in Minnesota. We do everything we possibly can. There is a 
gradual increase, of course, but I do not hold, as far as the corn region 
is concerned, to any theory that says we can jump that production 
a certain percentage. We do all we can nowadays to get all we can 
out of that land consistent with good farming methods. 

Mr. Marsnauv. I think the best ‘proof i is what has taken place in the 
past in the shift of acreage in the late thirties. While there was some 
increase in some of the yields, there was also a decrease in total pro- 
duetion. 

Mr. Wuirren. I did not mean to say cutting out acreage necessarily 
increases production, [made the point that according to the records 
here, there is nothing to lead you to believe that a cut in acreage would 
result in a cut mM production. I think that is as far as I would go. I 
think the record will bear that out in many commodities. 


LEVEL OF PRICE SUPPORT ON COTTON 


Mr. Anprersen. I would like to bring up a point. 

Mr. Hughes, this subcommittee has always eee agricultural 
problems along the line of what is best for the Nation as a whole. 
een I meant to ask the Secretary a question this morning, but our 
time was quite limited. I could not help but wonder why equal con- 
sideration was not given to cotton in line of the announced price sup- 
ports recently, as was given to the commodity that I am mainly 
interested in, and that is corn. 

Can you tell me just what was the line of reasoning for that ? 

Mr. Hvenrs. You are referring to the level of price support on corn 
of 86 percent ¢ 
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Mr. AnperseNn. That is correct. I understand the level of the price 
support on cotton went down to 82.5. 

Mr. Hvueues. But it could have gone to 75 percent of parity, so it 
was actually raised to 82.5, which is a larger increase than was in- 
stituted for corn. 

Mr. ANnpERSEN. Yes, but cotton, on the other hand, has been at 90, 
has it not, up until this last year ? 

Mr. Hucues. Yes, but the formula this year, I believe, could ap- 
proach 75 percent, so there was a substantial increase. 

Mr. Wurrtren. May I interject? On what basis could it have gone 
to 75 percent, Mr. Hughes? I am not arguing with you. What is 
the reason for that? 

Mr. Hucues. On the basis, I assume, of the stocks that are piled up. 

Mr. Wuirren. That we have on hand? 

Mr. Hucues. Yes, and the estimated production and disposition. 

Mr. Wuirren. I do not believe the estimated production enters 
into the picture of fixing the supports. It was the supply on hand. 
Now, having already testified that you took that supply on hand for 
} years 

Mr. Hucues. Excuse me. May I interrupt for a minute? I have 
here the figures on the calculation which would show the price-support 
level. 

Mr. Wurrren. Let me ask you this. The supply on hand which 
you say is a factor could run it down to 75 percent. You earlier 
testified that you had authority to sell it but would not offer to sell it. 

Do you think that it would be fair for the Government to let cotton 
prices go to 75 percent by reason of the supply on hand when the 
Government itself was the cause of having it on hand since they would 
not sell it ? 

Mr. Hucues. I assume the majority of people thought the principle 
of gradualism should be maintained, and that is one of the reasons the 
price support was set where it was. 

Mr. AnpersEN. I am one of those who believes that it is to the benefit 
of the agriculture of America if we can maintain a 90-percent parity 
on our basics. I have that belief. From a purely overall viewpoint 
on American agriculture, I still feel it would have been wise had we 
accorded to cotton the same treatment that we accorded to corn, as far 
as the degree of price support was concerned. After all, they were 
previously in the same category, practically speaking. I like to try to 
be fair with the other segments of the Nation. I am pleased to see that 
consideration was given in putting corn at 86.2. That means millions 
of dollars to my area. I am still not satisfied in my own mind why 
it is necessary to hold down the supports on cotton to 82.5. I will re- 
quest, Mr. McLain, for you to put an answer into the record at this 
point. 

Mr. McLarn. May I give you an added answer ? 

Wheat, cotton, and corn, when these decisions were made, were 
treated from the point of view that they would have been under the 
existing law practically the same. The wheat support was set at 76. 
It has moved up 7 points. Corn was moved 5 points. Cotton would 
have been—and I agree that the supply on hand had something to do 
where that point would have been—around 75 percent and it was 
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moved up 714 points. The attitude of the Secretary was that each 
commodity was given about the same treatment. 

Mr. Hueues. I would like to point out another difference between 
corn and cotton. The 86 percent applies to a relatively small percent 
of the crop due to the fact that we probably will not have under any 
circumstances a large degree of compliance. 

Mr. Anpersen. 1 would say not over 30 percent on a guess. 

Mr. Hucues. That means that the remainder—— 

Mr. AnprERSEN. Because of the $1.25 on commercial corn. 

Mr. Hucues. That means that the remainder of the crop has a sup- 
port of approximately 70 or 71 percent, if you average the support for 
the entire corn crop. It is quite a low level and the allotments are 
relatively small because of the fact there never has been a minimum 
allotment. 

The feed grains that compete with corn have been grown on diverted 
acres from wheat and cotton and that has made the consumption of 
corn at a lower level and has piled up stocks. These stocks have 
pushed the acreage allotments lower and lower. We did everything 
we could do at the Department this year to set the acreage allotment 
at as high a level as we could. What alternative does the corn farmer 
have other than either to plant soybeans or to plant some other feed on 
his diverted acres which in turn competes with his own corn crop ‘ 

The cotton grower has an opportunity to grow some other crops that 
do not compete with cotton, so I think that although the absolute level 
in terms of percentage of parity on the amount of corn under compli- 
ance looks high, if you average the two support levels it is a relatively 
low level. 

Mr. Anprrson. I will close this discussion by saying this: My sole 
purpose is to try to keep the various crops in alinement, and I want 
to see everyone treated fairly. If vou want to put something more 
in the record, Mr. McLain, I will appreciate your doing so. 

Mr. Wuirren. I would like to point out to Mr. Hughes another 
difference that exists. If it were possible for you to offer 65 percent 
support and unlimited production, the farmers would buy that in 
1 minute if there was anyway for it to be feasible, if you could handle 
the cotton and it would move. 

Now, I think that you have an obligation to give cotton the _ \Xi- 
ium support level that you give any other basic commodity. I do 
not say more than any other. That is a matter of opinion. 

[ think the Secretary yesterday got.into some other questions, and 
it was indicated that his actions coincided with the advice and recom- 
mendations of the National Cotton Council. 

I have had a long running fight with them on what was good for 
the American farmer. They, as you know, represent the textile 
people and the ginner and other segments along with the farmer. 
There is no need of belabori ing that issue any further. 

We have in this capital restoration almost $1 billion. I notice 
that a lot of that is commodities that you have given away. May I 
point out that most of that was given away before you offered to sell 
It. 


Mr. Hvenes. I would not say that is entirely correct. We are 
activ ely trying to sell all these commodities for what they will bring. 
Certain programs are in the process of being formulated and while 





I am not fully qualified to speak on the Public Law 480 programs, I 
know it takes a long time to work up agreements. Several months may 
elapse before an agreement is concluded. If an agreement is con- 
cluded, and at the same time that commodity might be able to be sold 
for cash, obviously the Department goes through with the agreement. 

We have removed from our so-called giveaway, commodities that 
are at a lower rate or level in our accumulation of stocks. Butter is 
one of them. 

Mr. Wuirren. It is your view then with regard to many of these 
commodities that you have enough on hand to meet all the demand 
and sell all you can and still have a sufficient quantity to sell for 
foreign currency. 

I would buy that with regard to wheat and cotton provided you 
keep a continuous supply of it on the market and continue to move if 
back to the point of regaining the market. 

Mr. Hueues. I will agree with you on that. 


SHIPPING COSTS INVOLVED IN SALES FOR FOREIGN CURRENCIES 


Mr. Wuirren. What are you doing with regard to the 480 com- 
moditiesé Are v ou paying for the shipping costs # 

Mr. Hucues. I am not qualified to speak to that. 

Mr. Beacu. Yes; we pay part of the transportation costs. 

Mr. Wuirren. What is that charged up to? Is that charged up to 
that particular program ? 

Mr. Beacu. It is a part of the reimbursement under Public Law 
480. You will notice that there is a statement of the total sales of 
surplus agricultural commodities for foreign currencies appearing on 
page 482 of the justifications. The total cost incurred by the Corpora- 
tion includes the interest and transportation costs. There was $17,- 
933,325 for ocean transportation and the cost of financing, and out of 
a total cost of $132,103,453 there was deposited in the Treasury a 
total of foreign currencies of a dollar value of $64,526,225. The re- 
quest for reimbursement is the difference between that total cost of 
$132 million and the amount of foreign currencies that have been de- 
posited. That appears on page 482 of the justifications. There is a 
breakdown in that statement of the cost of exportation by commodi- 
ties. 

Mr. Wuirtten. We will follow that up in detail tomorrow. 

I can see that we will not get through today. We have largely 
covered general questions and matters of general interest, so we will 
come back tomorrow and take that up. 


EXPLANATION OF INCREASE REQUESTED IN CONNECTION WITH DEFENSE 
MOBILIZATION ACTIVITIES 


First will be the Stabilization Service and the adjustment program. 
We will get to the others next, at which time I will insert the pages in 
the record. 

I notice a small item of $53,000 which CCC pays out in connection 
with the national civilian defense, or something of that sort. 

Mr. Beacu. That is not paid out by CCC; it is paid out from the 
appropriation for the agricultural adjustment programs. We have 
a small unit in the Commodity Stabilization Service that acts as 
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central point for all contact of the Department with the Office of 
Defense Mobilization and the other defense agencies. This $53,000 
provides for an increase of about 7 man-years in the appropriation 
for the agricultural adjustment programs to cover an Increase in 
workload that has been placed on that unit because of increased 
demands by the defense mobilization people, particularly relating to 
food and nonfood requirements and allocations of manpower, and 
so forth. 

It is a residual of the old defense organization that we had at the 
time of the Korean emergency, and it is now limited primarily to 
preparednesss planning that goes on continuously in the defense field, 
including civil defense as well as the overall requirements. 

Mr. Wutrren. How many people are employed in that and at what 
total cost ? 

Mr. Bracu. About 37 people, and the total allocation to that unit 
for the fiscal year 1956 amounts to $269,429. 

Mr. Wuirren. I wonder what justification there is for increasing 
an agency of that sort under present conditions. I know that we have 
problems in agriculture. I sit on the National Defense Subcommittee 
whieh deals with that appropriation. This planning has been going 
on for years, and I seriously question why you would ever increase 
your workload by 7 man-years in this particular activity. What is 
the new thing that they plan to do? 

Mr. Hucnes. There has been a considerable workload put on this 
division with the planning for our mobilization in the event of an 
emergency. 

Mr. Ricwarps. It changes all the time. 

Mr. Wnuirren. If you had 30 people, it looks like they could change 
with the change in times without hiring additional new ones at this 
time. 

Mr. Bracu. The reason for this is the Office of Defense Mobiliza- 
tion Jays down certain demands on the various agencies of Govern- 
ment which have delegated responsibility under the Defense 
Production Act, and the new developments, such as the result of fall- 
out considerations and biological warfare, and all these other matters 
that are involved in the national defense, requires more work than 
they can get out. The reason for the request is simply that they are 
overloaded, there is no suitable way to require the work to be ‘done 
elsewhere, and it has to be done in that particular unit. Much of it 
is secret, and there are top secret documents that have to be restricted 
in their handling. 

One example ‘of the type of work they do is this: they have taken 
all of the major target cities, by areas, and they are trying to locate 
hy address and street number the actual warehouses in which CCC 
commodities are stored so that in the event of an attack—if a particu- 
lar section of Chicago is bombed out they will know what CCC stocks 
were bombed out—butter, cheese, milk, and so forth, that were stored 
there, 

Mr. Wurrren. All they would have to do is to go to your records 
ind see where they had the list of things stored. 

yo Bracu. That is what they are doing, but it takes manpower 
to do it. 
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Mr. Wurrren. I am trying to find out why you need seven more, 
1 am questioning the need to give some attention to it. 

Mr. Beacu. The reason for it is the incres ased demands on the unit 
by the Office of Defense Mobilization. That is it in a nutshell. 

Mr. Hugues. My. associate, Mr. Berger, has worked closely with 
this matter, and he might have some c omments to add. 

Mr. Bercer. I think that Mr. Beach has done a good job of explain- 
ing the request. All the work done in the different agencies, within 
their field, is being done by just squeezing in the extra amount of the 

requests that are put on their time to get up the various and sundr Vv 
reports that we have to supply. 

You do need a coordinating unit within the Department of Agri- 

culture which has a tremendous or ganization and responsibility. to 
carry on the Office of Defense Mobilization’s plans and programs. 
You need a coordinating unit. This is the unit that has been picked 
by the Department of Agriculture to ¢ ‘arry thison. Instead of slowing 
up. it is gaining momentum all the time. There are requests for more 
and more work of this nature. 

Mr. McLarty. I think that is the point, the thing is expanding. 
Whether it is justified or not, it is expanding, and we have to face 
up to it. 

Mr. Wuirren. I do not know. Isat on the committee dealing with 
defense mobilization and civilian defense, and at one time the agency 
wanted to buy up a lot of commodities, fire trucks, and other commodi- 
ties and build big warehouses scattered around the country. It was 
my suggestion that they not do it because a lot of things that they 
wanted to buy were in short supply and every city needed them, and 
it was a misuse of material and men and everything else. It was my 
recommendation, which was accepted, that instead the civilian defense 
people should get together a catalog showing who already had trucks 
and fire- fighting equipment, and where it was. They should do the 
same for drugstores. By having that catalog, if something happened 
one place they could readily turn their finger to where to get help 
nearby rather than something that was stacked off in a warehouse. 
T am thoroughly familiar with all of this. 

The point that I make is whether there has been any change in 
recent months that would lead to any increase in the size of this unit. 
I should think they would have this thing pretty much in hand. 

I pointed out to the Secretary when he came in 4 years ago that 
the first announcement out of the Secretary’s Office on this was that 
the Department of Agriculture was a great swollen bureaucracy, 
and this year’s budget “has set out more people in it than he found 
when he got it. I am trying to help him hold back to his earlier 
viewpoint. 


BREAKDOWN OF TOTAL INVESTMENT IN LOANS AND INVENTORIES 


Mr. Natcner. What is the approximate amount that the Federal 
Government has invested in the six agricultural commodities, tobacco, 
peanuts, wheat, cotton, corn, and rice ? 

Mr. Breacu. I can give you the figures as of March 31. Our report 
is not out, but I have a preliminary statement. 

The total investment in loans and inventories as of March 31, 1956, 
is as follows: Corn, $1,910,615,000; cotton, $2,275,499,000; peanuts, 





$27,010,000; rice, $229,309,000; tobacco, $547,292,000; and wheat, 
$2.820,422,000. 
The total of those basic commodities is $7,841,180,000. 


AGE AND CONDITION OF SURPLUS COMMODITIES ON HAND 


Mr. Natcuer. Can you tell me the approximate percentage of these 
different commodities that cannot be used or sold for the purpose oon 
which they were grown! For instance, wheat. How much whea 
do we have on hand that cannot be used ¢ 

Mr. Bracu. So far as we know, it is all in good condition to be 
sold for the purpose for which it was grown. Wheat is turned over 
in commercial elevators periodically. “It is not aged wheat that we 
have in storage. 

Mr. Narcuer. Is it not a fact that we have wheat on hand now that 
was raised some 6 or 7 years ago? 

Mr. Beacu. No. We do not have it on hand. We have an in- 
ventory account of the amount of wheat that was acquired under a 
particular loan 6 or 7 years ago, but we store wheat in commercial 
elevators and it is turned over and mixed and stored with the new 
crop. 

Mr. Natcuer. So we have wheat on hand now that has been on hand 
no longer than 3 or 4 years / 

Mr. McLarty. What we have in our ships goes in and stays there 
until we move it. That cannot be rotated like that which we have 
in the commercial warehouses. I would say 3 to 4 years would be 
about it. 

Mr. Case. It would be proper to say here that we are rotating grain 
in the ships so that the grain that went in grading 1 and 2 is also 
coming out as 1 and 2 despite the fact that it has been in there for some 
time. 

Mr. Hugues. We do have some corn that is getting old. I think 
we have some of the 1952 crop. 

Mr, Narcner. The terminology you use for such commodities is to 
the effect that some is out of condition. Is that correct ? 

Mr. Hvuenes. No. Most of the corn is in excellent condition. The 
corn going out of condition is disposed of, either in the domestic or 
foreign markets. 

Mr. Narcuer. Do you have any tobacco on hand at the present time 
that is not usable in every respect ¢ 

Mr. Hueues. I do not know much about each of the detailed types 
of tobacco, but I know in Madison, Wis., there are 136,000 pounds 
stored that was binder tobacco that would not burn right, and that 
we are gradually selling, and it is going into scrap. 


METHOD OF DISPOSAL OF SURPLUS COMMODITIES GOING OUT OF CONDITION 


Mr. Natcuer. Do you gentlemen agree that any of the surplus com- 
modities that we are dise ‘ussing now that are not usable should be 
disposed of in an orderly manner and in such a way as to not injure 
or damage our own people, but at least it should be disposed of ? 

Mr. McLain. We do that. 

Mr. Narcuer. What method do you use to dispose of it? Tobacco, 
for instance. 
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Mr. Hueues. I might add I believe crops of flue-cured, or burley, 
that are as old as 1947 are being held by the stabilization cooperatives, 
It is getting to the point where it should be moved. 

Mr. Natcuer. What system do you use? 

Mr. Ricwarps. Normally we could tell the cooperative to sell that 
lot of tobacco that is aged at the best price obtainable in the export 
market. 

Usually the lots are not large enough to be a depressing factor on 
the total world market. It has been done several times in the last 5 
vears. Lots have been sold that became old. 

Mr. Natrcuer. As a result of your inspection, you determine what 
portion, if any, of our surplus commodities are no longer usable, and 
you dispose of that particular commodity in an orderly fashion ; is 
that correct ? 

Mr. Hucues. To the best of our ability; yes. 

Mr. Natcuer. What are you doing with the wheat ? 

Mr. Hueues. There is very little wheat that is going out of con- 
dition. It goes into feed purposes, I believe. 

Mr. Daniels, the general sales manager, is more competent to dis- 
cuss en matter than I. I think that we should hear from him. 

Mr. Natcuer. What about it, Mr. Daniels? 

Mr. Danrets. Mr. Chairman, I am glad to report that since I ap- 
peared before the committee on March 8 we have now included tobacco 
in the list of commodities that we are offering on a competitive-bid 
basis. We are moving the old stocks of tobacco. JI cannot give you 
the detailed figures, but we are getting more money for it than I 
thought we could get when we put it on the market. 

In addition to that, we are also moving a little milled rice which 
was not on the list before. Practically all of the commodities that 
CCC has in its inventory are now being offered on a competitive-bid 
basis. 

Mr. Natcuer. And you feel that we do not have any great quantities 
of commodities we have under discussion here on hand that are not 
usable at the present time ? 

Mr. Dantets. I think every commodity we have is usable some- 
where at some price. 

Mr. Natcuer. For the purpose for which it was grown? I am not 
talking about using wheat for hog feed, and so forth, or tobacco for 
fertilizer. 

Mr. Danrets. Insofar as tobacco is concerned, we are selling tobacco 
on a competitive-bid basis. We do not know what the fellow does with 
it, but we assume that he is using it in some form of tobacco because 
of the price he is paying for it. We are getting way above fertilizer 
prices. 


SALES PRICE OF TOBACCO 


Mr. Narcuer. What price are you receiving for burley tobacco / 

Mr. Dantzzs. I do not have the prices with me. 

Mr. Narcuer. Insert in the record the price for the three types of 
dark tobacco, burley, and the flue-cured tobacco. 
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(The information requested is as follows:) 


Burley, flue-cured, and current crop holdings of fire-cured and dark air-cured 
tobacco are offered for sale on a catalog list price basis by the various grower 
associations through which price supports are extended. Generally speaking, 
these list prices represent the cost of the tobacco plus a nominal markup. In 
the case of 1950 and older crops of fire-cured and dark air-cured tobacco, the 
sales on a competitive bid basis have ranged from as low as one-fourth of the 
original cost of the tobacco to prices equal to about three-fourths of the actual 
cost. 


UNIFORM GRAIN STORAGE AGREEMENTS 


Mr. Horan. I think, Mr. Chairman, the field has been pretty well 
covered by you. I am interested, however, in the uniform grain storage 
agreements. Would you care to comment on that / 

Mr. McLain. We have Mr. Case here who negotiated the new uni- 
form grain storage agreements in the last month. If you have any 
questions about the Northwestern truck-rail different ial—— 

Mr. Horan. Yes, we have a peculiar situation out our way that re- 
quires that we hang on to so much wheat out there. Proportionately 
we have the largest grain surplus in the world out our way. Our stor- 
age is pretty good. Our country warehouses are pretty well construc- 
ted. It did so happen that our investigator came out with some rather 
pointed criticisms which did not hold water eventually. He was 
partly right. It did agitate the grain handlers and others in the trade 
in Mr. Andersen’s area and out in my area, particularly with refer- 
ence to the trucking differential and the anniversary charge, which 
[ understand is rather important where we have to carry over so much 
wheat. I understand in the trucking differential you made a reduc- 
tion of a quarter cent. I would like to have scmething on that for 
the record. 

Mr. Wurrren. Off the record, 

( Discussion off the record.) 

Mr. Horan. Following our investigator’s report and the replies 
from the trade, we now have a new uniform grain storage agreement. 
[ wonder if you would care to give me a brief summary of what 
happened and what the agreement is. 

Mr. Casr. The problems which arise in the Northwest, of course, 
are very complex because of the nature of the wheat, the limited 
opportunity for domestic milling, and the fact that the farmers as a 
whole have to a considerable extent expanded their wheat acreage. 
On top of that, the trade itself has expended the construction of stor- 
age facilities to a greater extent than any place in the country, with 
the result it is possible in Washington to store over a year’s crop in 
commercial storage facilities. The availability of those facilities 
has made it possible for the loan and support program to work very 
well indeed there because the farmer has been able to put his grain 
under roof and obtain storage certificates and get his loan, so that 
it has been a very effective means for him to benefit from the program. 

The grain itself is stored inland or at the point of origination, there 
almost more than anyplace else in the Nation, with the result the 
transportation becomes a factor when the grain has to move to other 
positions, especially to ports. Any of the problems which have arisen 
have been because of the difference in the country receiving rate 
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which is based on receiving by truck and the terminal rate which 
normally is received by rail. 

Mr. Horan. And that difference was 414 cents? 

Mr. Case. Yes. The change we made is negligible, about a quarter 
cent, to get a uniform outloading rate. This uniform grain storage 
agreement was to make maximum use of our mechanical bookkeeping 
equipment in our office there. 

To mention very briefly some of our problems, there is a very 
difficult problem involved in defining a terminal warehouse as dis- 
tinguished from a country warehouse. In your part of the country 
the country elevators are larger than many so-called terminal 
elevators. 

Mr. Horan. That point came up. 

Mr. Casg. The trade and the Government alike have studied that 
problem as long as we have been in the grain storage end of the 
business. 

In setting up the new schedule of rates, we were aware of the work 
of your staff members, and I thoroughly enjoyed the opportunities 
that I had to work with those men. They are outstanding investi- 
gators and I found them endeavoring sincerely to bring to light 
those things that might be subject to question. We have been conscious 
of some of the questions that arise in the rate schedules. In develop- 
ing the present schedule of rates we did blend into the rate structure 
this so-called anniversary fee. In reality that is a misnomer because 
it is a service fee intended to compensate the warehouseman for the 
additional expense of carrying the grain in succeeding years and for 
the risk he takes. 

What we did was take the service fee and blend it into the schedule 
of rates. We added 11% cents in the case of terminals to the storage 
fee and divided it by the number of months and we did the same in 
regard to the country receiving fee. 

As you know. there is a difference in the country receiving fee due 
to the fact there is a variation of conditions between the South and 
the Midwest and the North, so that it did not work out precisely in 
every instance that the total amount of revenue would be the same. 
Nevertheless, it works out within fractional cents as we get through. 

I think I should mention that in the past there has been another 
situation in the rate structure in that we have had what is called 
an accelerated rate where during the first period of storage, maybe 
210 days in one instance and 180 days in another, the elevator operator 
received a higher rate for the first days than for the following days 
of the year. At one time, as a matter of fact, the last of the period 
the elevator man received no storage whatever. 

Mr. Horan. What is the reason for that? Is it an attempt to get 
him to move the wheat if possible? 

Mr. Casr. In part that and in part because he filled up his warehouse 
and we moved the grain and he sat with an empty warehouse. There 
has been a need on the part of the Government to get more commercia! 
facilities built, and we had to provide some incentives. 

This year we abandoned the principle of the accelerated rate so that 
the warehouseman gets a per diem rate. In blending in a service fee 
and in leveling out the rate, we got this result which has not been com- 
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pletely satisfactory to the warehousing trade, though they have indi- 
cated they are going to sign the agreement and go along with us. 

In the first 7 to 9 months the warehouseman ac tually receives less 
income from his storage than he did under the old rate. Starting 
between the 7th and the 9th month, according to area, he begins 
to pick up so that on the 365th day of the year he is slightly ahead 
of the point where he would have been under the accelerated rate plus 
the normal rate. Then starting the 2d year he is behind until the 
20th to 22d month and then winds up the 2-year period fractionally 
over or under what he would have received under the accelerated rate 
and the service fee. Country elevators never quite catch up. 

Mr. Horan. The service fee is the anniversary fee 

Mr. Case. Yes. 

Mr. Horan. It has several names, does it not ? 

Mr. McLain. Anniversary payment is what it was called. 

Mr. Horan. Would you comment on the employment of commis- 
sion houses around the Twin Cities? 


CHANGES MADE INCIDENT TO INVESTIGATOR’S REPORT 


Mr. Wurrren. I wonder if I could interrupt for the record and say 
[ have contemplated and do now ask you to prepare for the record and 
for the use of the committee a statement showing what modifications 
and changes you have made since having the advantage of the investi- 
vator’s report, plus your comments on the findings in the report. In 
other words, I want to know what you have done, if anything, to 
bring about improvements in anything the report found fault with, 


and also want to give you a chance to put the Department’s comments 
on the various findings and conclusions in the report in the record in 
a formal way. 

(The information requested is as follows :) 


IMPROVEMENTS INITIATED AND COMMENTS OF THE DEPARTMENT OF AGRICULTURE 
RESULTING FROM THE HOUSE APPROPRIATIONS COMMITTEE INVESTIGATION OF THE 
COMMODITY STABILIZATION SERVICE 


UNQUALIFIED OFFICE MANAGERS CRITICIZED (P. 12) 
Report 

The report points out that there has been difficulty in obtaining qualified 
county-office managers. 
Comment 

We recognize that some county office managers are not as well qualified as 
Wwe would like them to be. We are working intensively to improve this situation. 
\s the report points out, many of the States have initiated programs to help 
insure that managers are well trained for their jobs. 

We believe that in order to meet this basic problem and to be in a position to 
attract well qualified men, it will be necessary to raise the salaries of county 
office managers to bring them in line with the salaries paid employees in charge 
of other local agricultural agencies and local business operations who perform 
work of comparable responsibility and difficulty. We are undertaking a careful 
study of this subject and are asking this year for funds to enable us to make a 
heginning in meeting this objective. 


RECOMMENDS ARBA STORAGE SUPERVISORS HAVE RESPONSIBILITY FOR FARM-STORED 
GRAIN INSPECTION (P. 12) 
Report 
The report suggests that the district storage supervisors who were appointed 
by a number of the State ASC offices last year be made responsible for super- 
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vision of farm-stored commodities under loan in order to reduce the number of 
cases of shortage and conversion. The report also recommends that the State 
ASC offices enforce more strictly existing regulations relating to the inspection 
of farm-stored commodities under loan and follow the actions of county ASC 
offices more closely to make sure that the interests of CCC are fully protected 
when conversions occur. 


Comment 

We think the snggestion that the district storage supervisors be made respon- 
sible for supervising farm-stored commodities under loan would interfere with 
the work already assigned them for CCC-owned storage and grain. They are 
doing an excellent job of bringing about better care of grain stored in CCC 
bin sites. The report reflects the investigators’ opinion that bin-site operations 
in the Grain Belt are being conducted more efficiently and we are anxious to 
maintain this progress. 

We are equally anxious that the number of conversions be held to an absolute 
minimum and, as suggested, will require that the State and county ASC offices 
strictly enforce the regulations on this subject. Vigorous efforts have been made 
by the State and county offices to prevent conversions. We are keenly aware 
of the importance of giving this matter continuing attention and you may be 
sure that we will not relax our vigilance. The large majority of farmers are 
honest and farm-storage conversion cases are actually infrequent when the large 
number of farm-storage loans made is taken into consideration. 


THE STAFF’S REVIEW OF BIN-SITE OPERATIONS INDICATES IT HAS BEEN AN EFFICIENT 
OPERATION (P. 13) 
Report 
The staff’s review of bin-site operations indicates that it has been an efficient 
operation, Losses of grain from bin sites due to improper handling or negligence 
have been small. 


Comment 
We are gratified to know that the investigators attached to the Appropria- 
tions Committee have found the bin-site operations to be efficiently operated. 


We reorganized our field operations and appointed district storage supervisors 
to improve this operation. The stocks of grain in the CCC bins, though burden- 
some, are a valuable asset which we intend to preserve until they can be utilized. 

We wish to express appreciation to this committee for most valuable assistance 
in achieving efficient bin-site operations. From its previous investigations and 
hearings your committee recognized our problem and made additional funds 
avalable for the purpose of correcting it. 


SAMPLING OF BIN-STORED GRAIN (P. 13) 
Report 
“The staff noted some indication that improper probes were being taken by 
some of the bin-site supervisors. These improper probes showed that grain was 
in danger of going out of condition whereas actually such grain frequently graded 
either No. 1 or No. 2 when official grades were obtained.” 


Comment. Same comment used 12 (b) 


There are some instances, as noted by the investigators, in which probe samples 
taken from bin-stored grain will show different numerical grades or different 
grade factors than those reflected by samples drawn from truck-loaded grain 
after it comes out of the bins. This may result from careless probing in a few 
instances. It is more commonly encountered simply because the grain is in a 
different position when the second samples are taken and the probe samples 
actually reflect factors present in different portions of the grain after it has been 
moved. There also are some grading factors that are especially difficult to 
handie. The factor of damaged kernels may vary in different sections of a bin 
of grain, depending on the lots that were originally stored and whether some 
damage has progressed faster than noted in the series of monthly inspections. 
The factor of “odor” or “musty” can often throw grain into a low grade and 
then either be lost in 1 or 2 movements of the grain, or fail to be noted by a second 
grader even when working with the same sample. It is a factor involving judg- 
ment on the part of the grader. In order to protect the interests of CCC, our 
instructions on sales now provide for settlement on the basis of the grade sample 
drawn after the grain is moved out of the bin. 





1723 


SALES OF CORN BY MINNEAPOLIS OFFICE (P. 13) 


Report 

“Personnel in the Minneapolis office said once the determination has been made 
by the county committee that corn is in danger of going out-of-condition it is 
sold even though it is subsequently determined to be of storable grade upon 
arrival at terminal position.” 


Comment 


Procedures in the Minneapolis area with respect to corn movement and storage 
or sale have recently been changed. A statement of the current situation as 
supplied by the Director of the Minneapolis office is as follows: 

“In some cases corn from bin sites is sold out even though the official grade 
indicates that it is storable. Such sales are made only after a determination 
is made that such corn would be hazardous if placed in store, after considering 
the age of the corn, changes in grade, and general condition of the whole mass of 
grain originally stored at the bin site.” 

It is often more difficult to obtain storage for corn in the area served by the 
Minneapolis office than in the area served by the Chicago office. Corn is, of 
course, not the principal crop in the Minneapolis area and warehousemen who 
may be storing wheat, barley, and flaxseed may not have “legs” available for 
corn and in view of the relative difficulty in storing corn may be reluctant to 
do so even if space is available. 

Even if corn according to its grade is storable there eventually comes a time 
when it is unwise to attempt to carry it longer. Members of this committee 
probably remember that beginning about 2 years ago corn which had been ac- 
quired by CCC from the 1948 crop was sold. Much of this corn graded No. 2 or 
No. 3. However, because it was about 5 years old it was thought to be dan- 
gerous to attempt to store it any longer and it was sold irrespective of the 
grade. Corn from more recent crops which is shipped by county committeees if 
it is of a storable grade on reaching terminal is usually stored or used to meet 
export sales commitments. 


LOCAL SALES MADE ON TWO DIFFERENT BASES (PAGE 16) 

Report 

“The staff did note that local sales were made on two different bases. For 
instance in the State of Kansas corn was advertised and sold on the basis of 
No. 2 corn at the established market price on the date of sale. On the other hand 
some counties in the State of Iowa sold corn on the basis of the market price 
for No. 2 corn with the provision that the purchase price would be adjusted after 
official grades were obtained if the corn graded below No. 2.” 


Comment 

Both States were operating within national sales regulations. These regula- 
tions authorized the State committee to permit adjustments for lower qual- 
ity on sales made by county committees if required to move the corn. This pro- 
vision was used in Iowa, where there was a large amount of corn to be sold. 
It was not used in States, such as Kansas, where there was a strong local demand 
for corn and less to be sold. As a matter of policy, the Kansas State com- 
mittee asked for and obtained the price for No. 2 corn for all corn sold at that 
time. The State committees in both instances protected the best interest of CCC. 


THEFTS OF CCC GRAIN FROM GOVERN MENT BIN SITES (PAGE 17) 
Report 
“The Commodity Stabilization Service has been having some trouble with 
thefts frofh CCC bin sites scattered throughout the Grain Belt States.” 


Comment 

Thefts from CCC bin sites are not as prevalent as was the case 2 and 3 years 
ago. CCC offered a small reward for information leading to the apprehension 
and conviction of persons stealing grain from bin sites and enlisted the cooper- 
ation of local law-enforcement officers, including the State police in several of the 
Midwestern States. Several thieves have been caught and convicted. Percentag 
wise our losses in this matter are insignificant. We do, however, want to keep 
them small and will take whatever steps seem necessary if a new outbreak of 
bin-site thefts should occur. 
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SURPLUS BIN CAPACITY IN NORTH DAKOTA (P. 18) 
Report 
“Surplus bin capacity of approximately 25 million bushels in North Dakota 
apparently cannot now be used by CCC because it is out of line for storage of 
commodities from other localities.” 


Comment 

It is correct that there is a large unused bin capacity in North Dakota. These 
bins were erected on the basis of the best estimate of requirements available. 
Poor crop conditions, including rust which developed shortly before harvest 
has reduced storage requirements in North Dakota. It should be noted that 
37% percent of the bin capacity which is not being used by CCC in this State 
has been rented to farmers and warehousemen. Market relationships are such 
that it is probable that much of the grain stored in these rented bins, as well as 
substantial amounts of other grain, will be delivered to CCC in North Dakota 
this year. 

The grain production in North Dakota varies from year to year more than 
it does in the Corn Belt and it is to be expected that in some years there will be 
a higher percentage of empty CCC bins there than the average for the other 
States. 

CONSIDERABLE EMPTY BIN CAPACITY (P. 19) 
Report 

“Tabulations (contained in the report) indicate that there has been con- 

siderable empty bin capacity.” 


Comment 

The investigators have properly noted that there are a number of factors 
which result in empty bin space. The principal ones are the effect of local 
droughts on the amount of grain delivered to CCC and changes in local demand 
for grain made available from our bins under local sales authority. There are 
additional considerations. Bins cannot be filled to total rated capacity because 
it is necessary to be able to enter the bins to inspect and take care of the grain. 
A few bins at each site must be left empty to permit turning and cleaning the 
grain and to allow separate storage of grain which is in poor condition and 
which therefore should not be mixed with good grain. The empty space that 
is unavoidable for these reasons, added to larger amounts of bin space left open 
by drought in recent years in parts of Illinois, Missouri, Nebraska, Kansas, and 
other States, necessarily has resulted in a considerable amount of unused 
capacity. 

We have required farmers to truck grain more than a normal distance at 
delivery time in order to make best use of available space. As a general rule, 
it is not economical to move bins, although this is done when feasible. Many of 
the bins not used last year will be used this year. 


EARLIER BIN PURCHASE WOULD HAVE SAVED MONEY (P. 22) 
Report 
“Had CCC allowed sufficient time for orderly procurement, thereby being able 


to make awards on the basis of low bids, considerable money could have been 
saved on the bins purchased.” 


Comment 


The question as to whether or not the lateness of the decision to purchase 
additional bin space and early delivery requirements cost CCC the extra money 
indicated is debatable since it is based on the assumption that the low bidder 
would have been able to supply the total quantity which is only & remote 
possibility. Historically it has always been necessary to award the bin contracts 
to more than one supplier because of the inability of any one (low) contractor 
to supply the entire quantity within the specified time. Every effort will be made 
in the future to announce decisions to buy additional bin space as early as possible. 

It is very difficult early in the year to estimate bin requirements accurately. 
If in 1955, bins had been purchased even 2 months earlier on the basis of apparent 
need at that time twice as many bins would have been bought as were actually 
purchased. 





RECOMMENDATION FOR BIN PROCUREMENT THROUGH ADMINISTRATIVE SERVICES 
DIVISION 
Report 


The report quotes a recommendation from the Chief of the Division of Audits, 
CSS, that responsibility for procurement of grain bins be centralized in the 
Administrative Services Division which has responsibility for other procurement 
and is experienced in handling bids and awards. 


Comment 


Changes are being made which have the effect of bringing other organizational 
units of CSS into the grain bin procurement picture. Responsibility for deter- 
minations as to which bids shall be selected will not be placed solely in the Grain 
Division but specialists from other units will also participate in the decisions. 
It will still be necessary for the Grain Division but specialists from other units 
will also participate in the decisions. It will still be necessary for the Grain 
Division to determine quantities to be procured, to prepare specifications, and 
determine the location of bins. 

DEFECTIVE GRAIN BINS PROCURED FROM BLACK, SIVALIS & BRYSON, KANSAS CITY (P 


Report 


“On the 1954 procurement of grain storage structures the firm of Black, Sivalis 
& Bryson, Inc., delivered to CCC 8,960 bins with alleged defects.” 


Comment 


The report mentions a proposed agreement with Black, Sivalis & Bryson, Inc. 
This agreement was executed on December 22, 1955. In the agreement B. 8S. & B 
extended its warranty to August 31, 1959, and agreed to repair all bins found 
to be defective. This is a satisfactory outcome from the standpoint of CCC and 
the trouble with the 1954 bins was not considered to be a sufficient reason to 
eliminate the company from competitive bidding in the future. In this connec- 
tion, it should be pointed out the B. 8S. & B. bins procured prior to 1954 were satis- 
factory and the 1954 difficulty was found to have been caused primarily by 
defective foundation rings, the fabrication of which was subcontracted to others 
by B. S. & B. This trouble is not likely to occur again since more rigid plant 
inspection procedures have been adopted by the Navy Department. 


FARM STORED CONVERSIONS (PP. 23—26) 
Report 

83. (a) “There have been instances where producers have converted to their 
own use farm-stored commodities under loan and have obtained a reseal on an 
empty bin.” 

(b) “There have been instances where the producer was allowed to repay the 
loan from the proceeds of his new crop although the conversion occurred and 
was discovered quite some time prior to the harvest of the new crop.” 

(c) “Few producers who have converted farm-stored commodities under loan 
have been prosecuted criminally in Federal court.” 

(7) “Considerable time elapses between the time the conversion is reported 
to the county ASC office and the time final action is taken by the United States 
attorney's office.” 

(e) “An example of the delay in prosecution is contained in the file, case No. 
49-O057-84A, which was reviewed at the Nebraska State ASC office.” 

(f) “A review of audit reports submitted by the General Accounting Office 
covering audits of State and county ASC offices reveals numerous deficiencies 
with respect to the handling of farm-stored conversion cases.” 


Comment 


The large majority of farmers are honest and farm storage conversion cases 
are actually infrequent when the large number of farm storage loans made are 
taken into consideration. Such cases are troublesome to handle and to the great- 
est extent practical should be avoided by educational campaigns which will 
impress upon farmers their responsibilities in connection with CCC loans. 

The question of the freqgency of inspection of CCC farm-storage collateral can 
be argued from either side*”We receive letters from time to time suggesting that 
an inspection every 3 or 4 months is not necessary and that money could be saved 
by making less frequent inspections. On the other hand, several years ago a 
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grand jury in North Dakota which had indicted a farmer for conversion of wheat 
which had been pledged to CCC said in a recommendation submitted to us 
through the district attorney that more frequent inspections should be made in 
order that farmers would not be tempted to make improper use of collateral. 

We are anxious to reduce the number of conversions and hold them to an abso- 
lute minimum. At the present time, our principal effort is being directed to im- 
pressing on State and county ASC offices the necessity for strict enforcement of 
regulations on the subject and in expediting the handling of cases, relatively few 
in number, in connection with which criminal action should be taken. We have 
no doubt that the case cited involving delay in the Nebraska office and the deficien- 
cies reported in the GAO audits in followup of farm-storage-conversion cases are 
correct. We believe, however, that they represent the exception rather than the 
general rule. 


(G) 


RECOMMENDS AREA STORAGE SUPERVISORS HAVE RESPONSIBILITY FOR FARM-STORED 
GRAIN INSPECTION (P. 26) 
Report 
“Area storage supervisors have recently been established for the purpose of 
supervising bin-site operations. If these area supervisors were responsible for 
supervision of the inspection of farm-stored commodities under loan, it is the 
staff’s opinion that there would be fewer farm-stored conversion cases.” 


Comment—same comment used for 1 (0) 


We think the suggestion that the district storage supervisors be made respon- 
sible for supervising farm-stored commodities under loan would interfere with 
the work already assigned them for CCC-owned storage and grain. They are 
doing an excellent job of bringing about better care of grain stored in-CCC. bin 
sites. The report reflects the investigators’ opinion that bin-site operations in 
the Grain Belt are being conducted more efficiently and we are anxious to main- 
tain this progress. . 

We are equally anxious that the number of conversions be held to an absolute 
minimum and, as suggested, will require that the State and county ASC offices 
strictly enforce the regulations on this subject. Vigorous efforts have been made 
by the State and county offices to prevent conversions. We are keenly aware of 
the importance of giving this matter continuing attention and you may be sure 
that we will not relax our vigilance. The large majority of farmers are honest 
and farm-storage-conversion cases are actually infrequent when the large number 
of farm-storage loans made is taken into consideration. 


STATE OFFICES SHOULD ENFORCE REGULATIONS MORE STRICTLY (P. 27) 
Report 

“Further, the staff concludes that the State ASC offices should enforce more 
strictly all existing regulations relating to the inspection of farm-stored com- 
modities under loan and should follow the action of county ASC offices closer 
to make sure that the interests of CCC are fully protected when conversions 
oceur.” 
Comment 


We are in accord with this recommendation and are attempting to expedite 
the handling of such cases by State and county offices. 


THE INSPECTION PROCEDURES FOLLOWED BY THE COMMODITY OFFICES APPEAR TO BE 
ADEQUATE (P. 27) 
Report 
“The inspection procedures followed by the commodity offices appear to be 
adequate. Training programs have been instituted by the commodity offices to 
train new warehouse examiners. This program when fully implemented should 
assure adequate inspection of warehouses.” 


Comment 


We are gratified that the investigators have concluded that the warehous: 
inspection procedures followed by the commodity offi are adequate. We have 
instigated several changes in instructions and have made the commodity offices 
rather than county and State offices responsible for all warehouse inspections 
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on the theory that this responsibility should not be divided in CSS. The CCC 
does not, however, duplicate the inspections made by the United States Ware- 
house Service of federally licensed warehouses. Also, in a number of States 
it coperates with and utilizes the reports made by the State warehouse in- 
spectors. 

A training program has been undertaken as this seems to be the only feasible 
method of obtaining a sufficient number of qualified employees for this activity. 
Qur improved inspection has, we believe, resulted in a substantial decrease in 
the number of warehouse conversion cases and has also reduced losses to ware- 
housemen and to CCC resulting from deterioration of commodities while in 
storage. 

DELINQUENT LOAD-OUT ORDERS (P. 27) 
Report 

“It is the staff’s opinion that the delinquent load-out orders in the various 
commodity offices were not excessive and that the action being taken by the 
commodity office to police such load-out orders was adequate to protect the 
interests of CCC.” 


Comment 

The followup of delinquent load-out orders is part of the overall warehouse 
inspection job in that the warehousemen’s delay in carrying out orders may be 
indicative of more serious trouble. We are gratified that the investigators 
have found that we are policing this activity properly. 


DECLINE IN NUMBER OF WAREHOUSE SHORTAGE CASES (P. 28) 
Report 
“The decline in warehouse-shortage cases Over a period of years has been 
due, according to CSS personnel, to better inspection procedures and an increased 
awareness on the part of warehousemen that unless shortages are satisfactorily 
explained they would be immediately suspended from the approved list of 
warehouses,” 


Comment 

The decline in warehouse-shortage cases is gratifying. It is a natural result 
of the improved warehouse inspection and policing procedures which have been 
instituted during the past 3 years. 


DISPARITY BETWEEN TRUCK AND RAIL RECEIVING RATES (P, 29) 
Report 


“No corrective action was taken under UGSA in connection with the disparity 
between the truck and rail receiving rates for terminal receipts.” 


Comment 


This is one of the most difficult problems with which CCC is faced. Since un- 
der current conditions much of the grain produced in the country is placed under 
loan with CCC and is never merchandised at the country level, a new method of 
handling grain can well develop whereby country elevators are not utilized and 
grain is moved from farms in trucks direct to terminals. Although CCC does 
not wish to subsidize and perpetuate unecononic institutions, it does not believe 
that country elevators fall in this category. We would be very reluctant to 
take any steps that would result in the drying up of country elevators. A study 
has been made by the University of Washington under contract with the Depart- 
ment of Agriculture to give us actual figures on the relative costs of unloading 
grain from railroad cars and from trucks at terminal elevators in the Pacific 
Northwest. With this information at hand, we may he ab'c to mak some 
progress. A final solution which would be fair and acceptable to ali concerned 
has not yet been discovered. 


HIGHER PROTEIN TOLERANCE IN UGSA (P. 29) 
Report 
“In the 1950 UGSA contract there was a protein tolerance of 0.3 percent. This 
tolerance was reduced to 0.1 percent in the 1952 contract. In 1954 the tolerance 
Wus restored to 0.3 percent.” 





Comment 


When the tolerance was reduced to 0.1 percent in 1952, it was the general 
consensus of opinion in the trade and among officials of the Department that 
this tolerance was too tight and unrealistic and resulted in unfair treatment of 
warehousemen. It could be argued that the protein tolerance should be based 
on the length of time that the wheat remains in storage. This, however, would 
complicate settlements and we believe that a tolerance of 0.2 or 0.3 percent 
is equitable. In view of the length of time grain has remained in storage in 
recent years, 0.3 percent is probably a better figure than 0.2 percent. In fact, 
as reported by some of the persons quoted in the report the margin of error 
in the laboratory test for protein is in the neighborhood of 0.2 percent, The 
0.3 percent tolerance was continued in the 1956 agreement. 


DETAILS OF UGSA (PP. 32, 35, 37, AND 38) 
Report 

7. (c) The staff desires to mention that section 13 (c) (ii) of the UGSA makes 
no mention of setting up of discounts. 

(d) “The term ‘fairly representative’ was incorporated in sections 7 and 11 of 
the 1954 Uniform Grain Storage Agreement.” 

(e) “The 1954 Uniform Grain Storage Agreement contains a provision which 
was not in previous years’ agreements which limits the liability of the ware- 
houseman for broken grain.” 

(f) The 1954 UGSA incorporated a paragraph with respect to an anniversary 
payment which was not in previous agreements. 

(g) “No one interviewed at the various commodity offices could explain why 
the anniversary payment was based on the receiving rate.” 

(h) The staff questions the payment of approximately 3 cents per bushel at 
the start of the second storage year as this encourages warehousemen to delay 
loadout orders to collect the anniversary payment. 


Comment 
These items all relate to the details of the UGSA entered into by CCC with 
some 10,000 warehousemen. The agreement is renegotiated with representatives 


of warehousemen every few years and the most recent series have just been con- 
cluded, Careful consideration was given to each of the points raised in the 
report. The staff’s comments referred to above were all discussed at the most 
recent meetings. Section 13 (c) (ii) was revised to establish a cut-off period 
for offsetting of both quality premiums and discounts. The trade was vigorously 
opposed to any contract changes relating to items (d) and (e) and the minutes 
of the meetings which were recorded contain the reasons for such objections. 


The “service charge” or “anniversary payment” referenced in items (f), (9), 
and (h) were dropped from the schedule of rates which becomes effective on May 
31, 1956, in some States and June 30, 1956, in other States and will not be paid 
after such dates. 
RATE INCREASES IN UGSA (P. 42) 

Report 

The rates for terminal elevators under the UGSA have increased during the 
period from 1940 to 1954 to such an extent that the 1954 rates are slightly more 
than double the 1940 rates. 


Comment 


In about the same period of time taking into account the recent 5-percent 
increase rail rates haye increased to such an extent that current rates for hauling 
grain are approximately 179 percent of the 1938 rate. The rail rates increases 
have been justified to the ICC and presumably were based primarily on the 
increased cost of doing business as reflected in higher wages and higher costs of 
supplies purchased. Grain warehousemen have been faced with similar increases 
but have had an additional factor enter the picture which is of major significance. 
In 1940, if a grain warehouseman lost a bushel of wheat in handling and storing 
through shrinkage, spillage, or spoilage, his loss was less than $1. Today the 
loss of a bushel of wheat would cost him more than $2. His insurance costs. have 
also risen in the same ratio. 
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7 (J) 


HIGHER TRUCK HANDLING CHARGES UNDER UGSA (P. 43) 
Report 
“The UGSA handling charge for grain received by truck is approximately 100 
percent higher than the in-and-out handling charge for grains such as wheat, 
erain sorghums, and soybeans, received by truck under published tariffs.” 


Comment 

This subject was discussed in meetings held to negotiate a new uniform grain 
storage agreement. We had hoped to eliminate the received charge from the 
schedule of rates and make this a matter to be settled by the producer and ware- 
houseman. We were unsuccessful in accomplishing this objective and also in 
negotiating lower rates. 

7 (K) 
FAILURE TO NOTIFY PORTLAND OF PERMISSION GIVEN DALLAS OFFICE TO NEGOTIATE 
LOWER RATES (P. 44) 

Report 

CSS officials in Washington did not inform the Portland office of permission 
given to the Dallas office to negotiate for lower rates with terminal warehouses 
for UGSA truck receipts. 
Comment 

In the future when one office is given an authorization such as this, other offices 


will also be notified. 
7 (L) 


PORTLAND OFFICE PAID MORE THAN PUBLISHED TARIFFS (P. 45) 


Report 

“The grain that has moved by motor carrier has resulted in the payment of 
from 75 to 100 percent more in the form of receiving rates to the terminals than 
would have been paid under the published tariffs.” 


Comment 
See 7 (a) and 7 (j). 


SUMMARY OF INTERVIEWS WITH THE TRADE (P. 46) 

Report 

Representatives of the committee interviewed a number of persons connected 
with the storage and transportation of grain. The interviews quoted tended 
to justify a lower receiving rate for grain moved to terminal elevators by 
truck. 
Comment 

We have no doubt that the interviews are correctly reported. It does appear, 
however, that the persons selected for interviewing were those who would be 
expected to favor lower truck receiving rates. If members of the staff exam- 
ine the minutes of some of the meetings which we have held with representa- 
tives of the trade they will have a better view of the other side of the 
problem. 

CHANGES TO BE MADE IN NEW UGSA CONTRACT (P. 50) 

Report 

“If all of the proposals made by CSS to the trade are adopted in the new 
'GSA contract they will eliminate most of the staff's objections to the present 
GSA.” 
Comment 

We are pleased to note that the staff is in accord with the changes we have 
proposed in the USGA. The items 1 through 6, beginning on page 48 of the 
report, which were proposed have all been successfully negotiated. 


MOVEMENT OF GRAIN TO WEST COAST (PP. 52 AND 53) 
Report 
Ss. (a) “The Department of Agriculture had no export program at the time 
for the corn moved to the west coast.” 
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(b) “The staff is of the opinion that based upon the empty bin capacity which 
was known to have existed as of October 1, 1955, CSS should have known then 
that there was no real need to ship additional corn to the west coast.” 

(c) “The staff questions the advisability of incurring transportation costs 
proposed in the UGSA. The items 1 through 6, beginning on page 48 of the 
have cost.” 


Comment 

The decision to move corn to the west coast was made at a meeting of CSS 
and trade personnel held in Minneapolis, Minn., July 22, 1955. Trade personne! 
present represented primarily storage interests in the Midwest and not the 
warehouses on the west coast. At the meeting the director of the Portland CSS 
commodity office indicated that because of a decided decrease in the estimated 
crops of barley and wheat in his area there was a substantial quantity of stor- 
age space available. Because it was unlikely that CCC could obtain sufficient 
steel bin capacity to take care of anticipated corn deliveries it appeared prac- 
tical to move the corn to the west coast for storage. Assuming that by October 
1, 1955, CSS was in a position to know that by moving corn from State to State 
and county to county in the Midwest it would not have been necessary to ship 
additional corn to the west coast, it is by no means clear that a saving could 
have been effected by such internal movement. 

The corn would still have been no nearer its ultimate market and substantial 
transportation and handling costs would have been incurred. The report is 
somewhat misleading in indicating that transportation costs of 45 to 63 cents 
per bushel were unnecessary. Movement to the east coast would have cost within 
10 or 15 cents of this amount had the corn in question originated in the eastern 
part of the Corn Belt. There is no record of the committee staff having criticized 
transportation costs of corn moved to the east coast. 


UTILIZATION OF CASH GRAIN COMMISSION MERCHANTS (PP. 54 AND 55) 


Report 

9. (a) “The Chicago, Kansas City, and Minneapolis commodity offices allow 
commissions on terminal track sales; the Dallas and Portland commodity offices 
do not use commission merchants.” 

(b) “Personnel of the Minneapolis office stated they were opposed to the allow- 
ance of terminal market commission on sales to the country elevators.” 

(c) “During the current survey the staff was informed that personnel of the 
Chicago office could make more advantageous sales than are made by commission 
merchants.” 

(d@) The Dallas and Portland directors indicated no need for services of com- 
mission merchants and officials of Kansas City were quoted as saying that CCC 
could handle all sales, thereby saving commissions. 

(e) The staff has concluded that it would appear that substantial saving could 
be realized if commodity offices merchandised their own grain. 


Comment 


The use of commission merchants by the Corporation is, we believe, in accord- 
ance with the intent of that section of the CCC Charter Act which provides “In 
the Corporation’s purchase and selling operations with respect to agricultural 
commodities * * * the Corporation shall to a maximum extent practicable con- 
sistent with the fulfillment of the Corporation’s purposes and the effective and 
efficient conduct of its business utilize the usual and customary channels, facilities 
and arrangements of trade and commerce.” There is a difference of opinion on 
the proper interpretation of this provision. There have been indications in the 
past, for example, from the Senate Agriculture Committee that perhaps we were 
not using commission merchants as much as we should, and on the other hand, 
this committee has indicated that we are probably using their services more 
than we should. The Dallas and Portland commodity offices do not use com- 
mission merchants because the trade in those areas is so organized that com- 
mission merchants do not ordinarily participate in normal commercial move- 
ments of grain. On the other hand, in the Chicago, Kansas City, and Minneapolis 
areas, commission merchants play an important part in the normal handling of 
commercial movement and sales of grain. We have never undertaken any cost 
study to attempt to determine whether CCC could merchandise its own out-of- 
condition grain at a lower cost than is incurred in the present method of using 
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commission merchants. Under the circumstances expressions of opinion by field 
employees as to what the situation would be if the use of commission merchants 
were eliminated is not too significant. 

The Director of the Kansas City commodity office has forwarded to us a 
comment concerning this portion of the report as follows: ‘“There appears to 
Le one misleading statement on page 55 wherein it is stated that an official 
of the Kansas City office said that all sales handled by commission merchants 
could be handled by CCC, thereby saving the commission charges. We are 
unable to find anyone who admits to such a flat statement and it is possible 
that the statement was taken out of context. It is true that we could handle 
all sales made by commission merchants, however, as pointed out to the House 
Appropriations Investigating Committee, we believe that the commission mer- 
chants, due to their wide trade connections, receive better prices and are able 
to sell the grain much faster than we could. As you know, commission merchant 
sales are all individual carlot, on-track sales, and any delay in disposition could 
result in heavy demurrage charges. We prefer to continue to use commission 
inerchants on carlot consignment sales.” 


USE OF FORWARDING AGENTS (PP. 57 AND 58) 
Report 

10 (a) “The Dallas office does not use forwarding agents but maintains an 
outport office at Houston, Tex., to perform the functions of the forwarding agents 
for the Dallas office.” 

(b) “Since the cost of operation of the Houston outport office is one-sixth 
of what would have been paid had forwarding fees of one-fourth of a cent per 
bushel been paid, it appears that savings amounting to five-sixths of the for- 
warding fees paid by the Chicago commodity office might have been realized 
had Chicago used an outport office on the east coast with costs approximating 
the cost of the Houston outport office.” 


Comment 


As in the case of commission merchants, the use of forwarding agents by 
CCC in areas where forwarding agents are generally used by the grain trade 
is justified by the provisions of section 5 (g) of the CCC Charter Act which 
stresses the use by the Corporation of the customary channels, facilities and 
arrangements of trade and commerce. Forwarding agents are used by the Cor- 
poration with respect to bulk grain shipments only at east coast ports. In 
this area north of Norfolk nearly all of the grain elevators are owned and oper- 
ated by the railroads. These elevators are operated primarily as a device for 
receiving grain from cars, etc., and discharging such grain into vessels. They 
were never intended to be used as storage media and are probably now being 
used for this purpose only because of the heavy surplus of grain stocks now 
in CCC hands 

These houses operate under a railroad tariff and do not perform the same 
functions as houses operating under the Uniform Grain Storage Agreement, 
that is, they do not prepare inventory acquisition reports (CCC Form 228) and 
disposition reports (CCC Form 229). These functions are actually performed 
by the forwarding agents and these costs, together with other operating ex- 
penses, such as telephone, telegraph, rent, etc., are included in the one-fourth 
cent per bushel which is paid to them as a fee. Accordingly, east coast forward- 
ing agents of CCC have a more detailed operation to perform than that assigned 
to the Houston outport office of the Dallas commodity office. For this reason it 
seems highly unlikely that the establishment of an outport branch of the Chicago 
office on the east coast could save five-sixths of the forwarding fees as is con- 
cluded by the committee staff investigators. 


ELIMINATION OF EQUITY PAYMENTS (P. 60) 
Report 
“The staff, therefore, recommends that consideration be given to incorporating 
in the next Agricultural Act a provision which would permit CCC to include 
forfeiture clause in its loan agreements.” 


Comment 


The Department agrees that legislation of this type would be desirable. We 
believe that such an amendment would eliminate a lot of clerical labor, would 
encourage farmers to market their own commodities rather than deliver them 














to CCC and would eliminate the necessity of issuing a large number of small 
checks to farmers who forfeit warehouse stored collateral to ccc. It would 
place producers who store their collateral in public elevators on a par with 
those who store collateral on their own farms insofar as receiving settlements 
from CCC is concerned. 


ROTATION POLICY OF CINCINNATI AND PORTLAND OFFICES WITH RESPECT TO DAIRY 
PRODUCTS (P. 61) 
Report 
Investigators determined that the Cincinnati and Portland offices are not sell- 
ing dairy products on a strictly first-in first-out basis. 


Comment 


There are other factors which are sometimes more important than the age 
of stocks in determining which lots of dairy products to move first. For example, 
inspection reports, location of the warehouse with respect to destination, type of 
container desired by the outlet, etc., all may be of major importance in the selec- 
tion of a lot to load out and deliver. It does appear, however, from the infor- 
mation supplied by the investigators that there is a larger amount of com- 
modities over 24 months old than is necessary. We shall ask our field offices 
to investigate and to step up their efforts to move the oldest stocks at an early 
date. 


POOR SAMPLING CAUSED STORABLE CORN TO BE SOLD (P. 61) 
Report 

“As stated in another part of this report the staff found that poor sampling 
of corn by county committees caused an indeterminate amount of corn to be sold 
as nonstorable when it was actually storable corn.” 

Comment (same comment used for 1 (d)) 

There are some instances, as noted by the investigators, in which probe 
samples taken from bin-stored grain will show different numerical grades or 
different grade factors than those reflected by samples drawn from truck-loaded 
grain after it comes out of the bins. This may result from careless probing in 
a few instances. It is more commonly encountered simply because the grain is 
in a different position when the second samples are taken and the probe samples 
actually reflect factors present in different portions of the grain after it has 
been moved. There also are some grading factors that are especially difficult 
to handle. The factor of damaged kernels may vary in different sections of 
a bin of grain, depending on the lots that were originally stored and whether 
some damage has progressed faster than noted in the series of monthly inspec- 
tions. The factor of “odor” or “musty” can often throw grain into a low grade 
and then either be lost in one or two movements of the grain, or fail to be noted 
by a second grader even when working with the same sample. It is a factor 
involving judgment on the part of the grader. In order to protect the interests 
of CCC, our instructions on sales now provide for settlement on the basis of 
the grade sample drawn after the grain is moved out of the bin. 


HIGH MINIMUM SALES PRICE FOR CCC SEED (P. 64) 


Report 


“CCC has consistently announced minimum selling prices for seed which have 
been considerably higher than the market price of seed.” 
Comment 

Although there has been no price-support program for seed in recent years, 
CCC has maintained a policy of announcing firm minimum prices for seeds each 
year in order to stabilize the domestic market prices as protection to producers 
against the depressing effect of large surplus stocks of seed owned by CCC. 
Under this pricing policy there has been an orderly reduction in CCC inventory 
from some 238 million pounds of seed in July 1953 to approximately 10 million 
pounds of seed in inventory at the present time. 

It is true that most of the seed was moved at low prices during those periods 
when minimum selling prices were not in effect. A substantial part of the seed 
was sold for export. 
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1952 COTTONSEED PRODUCTS PURCHASE PROGRAM (P. 70) 
Re port 
“On December 12, 1955, the General Counsel's Office advised the staff that the 
question of ineligible cottonseed products being tendered to CCC was still under 
consideration by the Legal Division. It was of the opinion, however, that CCC 
had a legal claim against the cottonseed products producers and stated that he 
was preparing a memorandum setting forth his views.” 


Comment 

The position of the Department with respect to different methods used by 
and accepted by the trade in determining the weight of cottonseed purchased at 
gins is correctly set forth in that part of the report on pages 69 and 70 which 
quotes a memorandum from Mr. F. Marion Rhodes, Director, Cotton Division, 
CSS. It appears, however, that the committee staff member reporting the con- 
versation mentioned above must have misunderstood the attorney in the office of 
the General Counsel. It is our understanding that the attorney informed the 
staff member that the office of the General Counsel had been requested to con- 
sider whether there would be a legal basis for asserting claims against the San 
Joaquin Cotton Oil Co. and the Western Cotton Products Co., because certain of 
the independent gins from whom they had acquired cottonseed were not “partici- 
pating gins,” and that, depending on the construction which a court might give 
to various provisions of the contract, there appeared to be a legal basis on which 
CCC could assert claims against these crushers for any damages resulting to 
CCC from the acquisition of the products from such cottonseed. Subsequently an 
opinion to that effect was issued by the Office of the General Counsel, and CCC is 
giving conideration to filing claims against the crushers. This is a separate 
prblem, however, from the question raised in the report as to the methods used 
in the trade for determining the weight of cottonseed at the gins. 


COTTONSEED PELLETIZING CONTRACT (P. 71) 
Report 

“The staff is of the opinion that in spite of the emergency nature of this pro- 
gram CCC’s interest should have been adequately protected in its contracts with 
the pellet processors. Future contracts should be specific and cover trade prac- 
tices to protect CCC's interest.” 
Comment 

Any future contracts for pelletizing cottonseed meal will undoubtedly be spe- 
cific concerning the effect to be given to moisture added during the pelletizing 
operation on the total amount of pellets which must be returned to CCC. The 
1953 contracts for pelletizing represented the first venture of the New Orleans 
commodity office in this field and was undertaken very hurriedly at the urgent 
request of many Members of Congress. Future operations will benefit by the 
experiences gained under this program. 


MOVEMENT OF CORN FROM THE MIDDLE WEST TO WEST COAST (P. 72) 


Report 

The report implies that pressure was brought by Oregon interests to get CCC to 
move corn to the west coast after it was determined that there would be a short 
crop in Oregon. 
Comment 

It is our understanding that the staff is continuing its investigation of the 
movement of the corn from the Midwest to the west coast and has just concluded 
visits to the Minneapolis and Portland commodity offices in connection with this 
und other matters. We strongly believe that when the investigation has been 
concluded it will have been shown that there was little if any pressure brought 
by Pacific Northwest warehousemen on the Department to move corn and the 
action in question was decided upon for the benefit of the Department on the 
basis of the facts as they appeared at the time the decision was made. 
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PURCHASE AND RESALE OF BUTTER AND CHEESE UNDER DA-112 (P. 72) 


Report 
The report goes briefly into the question of purchase and resale of the butter 

and cheese under announcement Da-112, issued March 9, 1954. 

Comment 


The matter was fully investigated by a subcommittee of the House Operations 
Committee. Because of doubts expressed by this subcommittee in its report the 
matter has been referred to the Department of Justice for its review and any 
action it deems appropriate. It has recently been announced that the Depart- 
ment of Justice will institute legal action to determine whether the Government 
is entitled to refund of the amounts disbursed in these transactions. 


Mr. Wurrren. I am sorry I interrupted you, Mr. Horan. 


Mr. Horan. I am about through now. 
Mr. Wuitren. That is in addition. 








DEVELOPMENT OF COMMISSION 





HOUSES 





AROUND 





TWIN CITIES AREA 





Mr. Horan. This was made available to the trade. It was com- 
peony on top of the table and I think the history of this report has 

een fairly good in bringing folks together and discussing their 
mutual problems. 

There has been some criticism of the development of commission 
houses around the Twin Cities area. 

Mr. Case. I have heard a great deal of commendation of you gentle- 
men on this committee for your decision to make that report avail- 
able. It was very helpful to everybody and everyone was very pleased 
with your decision. 

Mr. Wuirren. We appreciate that. May I say that a part of that 
was to make it available to you so that this committee would have 
both sides of the matter. Now we want to give you the opportunity 
to give us the benefit of your comments on it, the places where you 
differ with it, and the places where you agree and have taken steps 
to make modifications. 

May I say at this point that we have some continuing investigations 
not only in this but in some other fields which have not yet been 
concluded. When we will be able to take action on this, I do not 
know, but we would welcome the Department’s comments on it. 

Mr. Case. You are very fair and we appreciate it very much. 

We did one other thing I think would be of interest to you and 
to your folks up there. On that grain which the Commodity owns 
and which moves from a warehouse where the Commodity owns it 
to another warehouse, we have made a change in the rate for the 
movement of that grain which will mean a substantial reduction to 
the Commodity and will give the truckers a chance to move some of 
the grain. We will detail that more in our report, but I thought you 
would be interested in knowing we have gone that far in meeting the 
criticism of the trucking interests. 

In respect to the commission men, that gets into a fundamental 
field of consideration, and we have to start out with the apparent 
mandate of Congress to utilize the channels or facilities of the trade 
to the extent practicable. In Minneapolis we did attempt to utilize 
the trade. In the beginning we ran some pilot operations, and as we 
moved along in that direction, on the basis of our experience we found 
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certain rules and regulations that needed modifications, things we 
could not foresee. It seemed the plan had merits and possibilities, 
but it became apparent its applicability would only be to markets 
where the grain came in and was sold across the table. They do that 
to a very large extent in the Minneapolis markets, which is the largest 
cash market. 

Kansas City is a large cash market but they do not have quite as 
many commission men there. The same is true of Chicago. In 
Dallas there are no commission elements, nor are there in Portland 
and Pacific Northwest areas. But to the extent they are there ready 
and willing to perform the services, the sovcniied substitute plan 
seemed to work out very well. We found in recent weeks, at least, 
that it was working to the extent that we are experiencing some difli- 
culty in finding available space to put other grain in. We went 
ahead on the basis that if you were going to restore the Commodity 
business to the grain trade, you had to start out where grain originated 
as it historically did, and it was necessary to release grain back to 
the country point where it originated and let it run normally through 
the channels of trade, with those involved taking the risks. 

When we released grain at a country point, though a commission 
man may have had something to do with the release of the grain, and 
on the other side of the transaction the Corporation acquired an 
equivalent amount of grain, though the commission man may have 
made arrangements on both ends at that time he has received no com- 
pensation and his only hope of compensation is when that grain moves 
to the terminal market and it is assigned to him for disposition. 

We did not go anywhere near the request of the commission people 
earher that they handle all of the transactions involved that the Com- 
modity Credit Corporation handles, but we did go part way. We 
said, “Here is an opportunity for the country elevator customer to get 
his hands on it. If you will find this grain in Minneapolis and Duluth 
we will sell him back his tickets and he can move his grain through 
the market.” To the extent the grain came to market, the commission 
man benefited. If the country elevator man sold it locally, the com- 
mission man benefited in no way. 


REACTION TO STUDIES MADE BY UNIVERSITY OF WASHINGTON 


Mr. Horan. You did make a slight reduction in the truck unload- 
ing charge. What was your reaction to the studies made by the Uni- 
versity of Washington ¢ 

Mr. Caspr. First they were inconclusive due to the fact there were 
a limited number of elevators involved. Some of those elevators 
at terminal positions which were involved, the movement of grain 
through them by truck was a very minor proportion of the amount 
of grain they received, most of it coming in by rail, but it was a very 
illuminating report and we felt there was sufficient merit in it to war- 
rant attempting to find out elsewhere what a similar study would 
reveal. We have not gotten into that yet. In my little Division, the 
Grain Division, of which I am director, we are moving in the direc- 
tion of keeping current as to developments such as were brought out 
by the University of Washington report. 

Mr. Horan. That is all. 
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Mr. McLain. Mr. Chairman, might I add one comment? 

Mr. Wuirten. Yes. 

Mr. McLarty. Congressman Horan and other Congressmen from 
the Northwest area, and several Senator Ss, Were very muc ch interested in 
this problem when it came up. 

Mr. Horan. Those involved were pretty substantial citizens. 

Mr. McLain. That is right. That indicates what we in the De- 
partment try to do when we have a conflict of interest between several 
groups. We spent several days on it and you and several other Mem- 
bers of C longress were there. I think, as Mr. Case has indicated, we 
got ev erybody pretty well satisfied out there in the decision that was 
made. That illustrates what we must do in our operations here. We 
have got to have people satisfied or we cannot carry out our operations. 
It is not a one-sided proposition because we cannot dictate to them. 

I just wanted you to know that we do appreciate the attitude that 
the congressional people in the Northwest took. They backed us up 
completely. 


DESIRE FOR USE OF PRIVATELY OWNED WAREHOUSES 


Mr. Wuirren. I would like to say, Mr. McLain, going back to this 
storage business, a rule of reason should apply. I was here when this 
language was written and I heard many discussions of it. I would 
not say my own interpretation is the final word on it, but the inten- 
tion was that the Government use private enterprise or private ware- 
houses insofar as practicable. The word “practicable” has a very 
practicable meaning. Some of your predecessors would go to the 


warehousing people : and ask them if they would handle so much grain, 
and the warehousemen, who frequently are in the business of buying 
and selling among other things in addition to just storing, would not 
commit themselves to handle Government grain. The Government 
people wanted to use that as a justification for building warehouses. 
It was my position they should go back to the warehousemen and tell 
them, “You either must tell us that you can handle it or we will have 
to build warehouses.” 

Mr. Hendrickson was very much disturbed about some phases of 
the investigator’s report, and he took the view that the warehouse- 
man in the trade was entitled to what the Department would do 
for him, but under questioning he was frank enough to come around. 
It may be you should use a private warehouse in the same community, 
but if you had to take it to a county seat to get it in a private ware- 
house instead of a Government warehouse, would that be in reason / 
How far would you carry it? Would you carry it from the Midwest 
to California ? 

I do not believe anybody ever argued or claimed when this language 
was before Congress that they had any idea that the Government 
should empty its warehouses so ‘that somebody could make some money 
out of it. I do not believe anybody indicated that was what was 
meant by “practicable.” There are two extremes to this, and nobody 
wants that. Now we come back to how we are going to settle it. 

The warehousemen are in business and they want good rates and 
they want to keep their warehouses filled. But the Government today 
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is keeping 10 times as much warehousing space filled as the ware- 
housemen had when the farm program started. 

Mr. McLain. That is right. 

Mr. Wuirren. May I say I know the people in the warehousing 
business are fine people and they are rather practical people. If they 

can fill their warehouses at the expense of emptying yours, why 
shouldn't they? You are in a bargaining position and you have to 
take the tough side of it because if they can get the rates out of you 
they will do it, and there is nothing wrong with that. U 'p to this time 
it appears that they have come out ahe: ad of the game in that nearly 
everything they have asked for has been accepted, at considerable 
expense to the farm program. That is the conclusion reached by 
the investigator. 

Mr. McLarn. I think there is this fact we have to face up to. We 
have been forced, because of not having enough storage, to buy up 
to a billion bushels of storage. I think that is the best answer that 
the warehousing industry has not been over paid under this program. 

Mr. Wurrren. Your statement has some merit. However, I think 
it overlooks a lot of factors. The warehousing people thought I 
would have earlier success than I was able to get, “but almost anybody 
who looked at it would say certainly the Government could not keep 
S8 billion of commodities off the world market without keeping it in 
storage. I expect the warehousing people want to know there is a 
continuing market before they go ahead. 

This concludes this line of discussion. I would like you to give us 
that reply. I have always tried to see both sides. 

Mr. McLary. We will be very happy to dothat. I want to reiterate 
what Mr. Case said. You have a fine bunch of investigators working 
on this. They know what they are doing. And when you have com 
pleted your investigation, if you have anything further to say on this 
practicability thing, we would like to see it because we get pressured 
by the side that wants us to go further in that direction and it is a 
kind of thin line to follow. We have to take care of the supplies as 
they come in, and we shall be happy to have that when you conclude 
the investigation. 

Mr. Wuirren. To be frank with you, since there is no set rule that 
would fit every place in the United States, the language we gave you 
would be somewhat elastic. As to the word “practicable,” ‘T would 
always interpret it as it is usually mterpreted if you added “consistent 
with protecting the Government’s investment and_consistent with 
sound business practices for your Corporation.” You represent 
Corporation. It is everybody’s Corporation. 


Wepnespay, May 2, 1953. 
AGRICULTURAL ADJUSTMENT PROGRAMS 
JUSTIFICATION OF THE ESTIMATES 


Mr. Wurrren. The committee will come to order. 

This morning we will get into the agricultural-adjustment programs 
under your Service, Mr. "McLain, and in that connection I would like 
to have inserted into the record pages 155, 156, and 163 through 182. 
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(The pages referred to follow :) 
AGRICULTURAL ADJUSTMENT PROGRAMS 


PURPOSE STATEMENT 


This appropriation provides funds to carry out acreage allotment and mar- 
keting quota programs authorized by title III of the Agricultural Adjustment Act 
of 1938, as amended. 

These programs are designed to assist in minimizing fluctuations in the supply, 
marketing, and price of specified basic agricultural commodities—tobacco, pea- 
nuts, cotton, wheat, corn, and rice. 

The national acreage allotment (in the case of wheat and corn, allotment for 
commercial producing area) is set at a level which, based upon normal or average 
yield, will result in ample production for domestic consumption, exports, and 
adequate reserves. The total acreage is divided among States or counties on 
the basis of production history for a specified number of years preceding the 
year for which the allotment is determined, with adjustments for production 
trends. abnormal weather and production conditions, previous allotments, and 
other factors. 

State or county allotments are apportioned among eligible farms. Acreage 
allotments, unless implemented by marketing quotas, do not constitute an enforced 
limitation on production. However, when acreage allotments are in effect for 
any basic commodity, compliance therewith is a condition of eligibility for price 
support. 

Marketing quotas must be proclaimed for tobacco when the total supply exceeds 
the reserve supply level or if quotas were proclaimed for the kind of tobacco 
in the immediately preceding year unless quotas have been disapproved in three 
successive years subsequent to 1952. In this event a national marketing quota 
would not be proclaimed for any marketing year within the 3-year period for 
which quotas were disapproved, unless prior to November 10 of the marketing 
year, one-fourth or more of the farmers petition the Secretary to proclaim a 
national marketing quota for each of the next 3 succeeding marketing years. 
Marketing quotas must be proclaimed for peanuts each calendar year regardless 
of the supply situation; for upland cotton when the total supply exceeds the 
normal supply, for extra long staple cotton when the total supply exceeds the 
normal supply by more than 8 percent, and for wheat, and rice when the total 
supply exceeds the normal supply by a stated percentage. Marketing quota 
provisions of the Agricultural Adjustment Act of 1938, as amended, do not apply 
to corn. 

Quotas do not become effective unless at least two-thirds of eligible farmers 
voting in a referendum approve quotas. Quotas may be increased or suspended 
under certain demand and supply conditions, in the interest of consumers, or in 
national emergencies. 


Estimated Budget 
available, estimate, 
1956 1957 


Appropriated funds. .-.......----.----------------------2------ wo-20+------- $39, 150, 000 $41, 463, 000 








(a) Agricultural adjustment programs 


Avorommtation: Act, 1006. ........5--s5a.- soe Sepik a hcgnmsnacars va usereciae $39, 000, 000 
Proposed supplemental, 1956, for pay act costs 150, 000 

Base for 1957 39, 150, 000 
Budget estimate, 1957 41, 468, 000 


Increase +2, 313, 000 
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Summary of increases, 1957 


To provide for adequate administration, supervision, and audit of 

acreage allotment and marketing quota programs by State offices. -+$174, 700 
To provide increased workload in connection with defense mobiliza- 

tion activities +53, 300 
To initiate a 3-year program to increase salaries of county employees 

to level comparable to those of other agencies or private employers 

in same area +2, 085, 000 


Project statement 


J 1956 | | 1987 
| (estimated) | (estimated) 


Project 1955 Increase 


Acreage allotments and mnartaating waeine $39, 921, 099 '$39, 150, 000 |+$2, 313, 000 ‘sar, 463, 000 
Unobligated balance - . - _- Lepacadeee ae 255, 119 | 
Total pay costs (Public Law 94). : (102; 481]| (356, 070)) (+13, 000} " (369, 070) 


Total available or estimate 40, 176, 218 | 39, 150, 000 | +23 313, 000 0 | 41 


41, 463, 000 


Transferred to: 

“Salaries and expenses, Forest Service”’ 

“State and private forestry cooperation, Forest 
Service”’ 

“Conservation operations, Soil Conservation 
Service”’ 

“Salaries and expenses, Commodity Exchange 
Authority” 

“Salaries and expenses, Rural Electrification 
Administration”’ 

“Salaries and expenses, Farmers’ Home Adminis- 


‘Salaries and expenses, Office of the Secretary”’ 
“Salaries and expenses, Library, Agriculture”’ 
Proposed supplemental due to pay increases- - - - -_| - - 





Total appropriation or estimate 








STATUS OF PROGRAM 


Acreage allotment and marketing quota programs have been announced for the 
1956 crops of tobacco, peanuts, wheat, cotton, and rice. Acreage allotments for 
the 1956 crop of corn will be announced not later than February 1, 1956. 


Tobacco acreage allotments and marketing quotas (953 counties) 


The marketing quota provisions of the Agricultural Adjustment Act of 1938, as 
amended, treat each kind of tobacco as if it were a separate commodity. Quotas 
must be proclaimed whenever the total supply at the beginning of the marketing 
year exceeds the reserve supply level. Regardless of the supply situation, how- 
ever, a quota must be proclaimed for each kind of tobacco for which a quota was 
proclaimed in the preceding year and for Virginia sun-cured tobacco for each 
marketing year for which a quota is proclaimed for fire-cured tobacco. 

The marketing quota proclamation specifies in pounds of tobacco the quantity 
which may be marketed during the next following marketing year. It is an 
amount«which will make available for marketing during that year, a supply 
equal to the reserve supply level. The poundage quotas are converted to acreage 
allotments on the basis of average yields during the 5 calendar years immediately 





preceding the calendar year in which the quotas are proclaimed. 
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claimed for 1955 and 1956 are as follows: 


Kind of tobacco 


Flue-cured 

Burley ------ 

Fire-cured -_- 

Dark air-cured _-- 
Virginia sun-cured _- 
Cigar filler and binder 
Southern Maryland !__- 
Pennsylvania filler |_- 


1 Disapproved in referenda. 


Number of pounds 


1, 270, 000, 000 | 
334, 000, 000 | 


58, 100, 000 
24, 000, 000 


5, 700, 000 | 
73, 700, 000 | 


39, 000, 000 


46, 800, 000 | 


1956 


| 
| 
| 
- 


1, 130, 000, 000 | 


365, 000, 000 
49, 100, 000 


19, 900, 000 | 
5, 600, 000 | 


61, 600, 000 


37, 900, 000 | 
37, 800, 000 


Quotas pro- 


Approximate number of 
acres 


1955 


1, 007, 115 
309, 318 
50, 503 
21, 006 
5, 747 | 
46, 587 
46, 987 
30, 709 | 


1956 


889, 000 
263, 350 
42, 755 
16, 674 
5, 539 
39, 353 
45, 800 
24, 577 


Referendum.—Within 30 days after issuance of proclamation of quotas, a 


referendum must be held. 


Farmers vote for quotas for 3 years and quotas 


become effective only if approved by at least two-thirds of the farmers voting. 
Quotas have been approved for the 1956 marketing year for flue-cured, fire- 


cured, dark air-cured, and cigar filler and binder tobaccos. 


Farmers will vote 


in referenda to be held December 29, 1955, to determine whether they favor 
quotas on burley, Virginia sun-cured, southern Maryland, and Pennsylvania filler 
tobaccos for the marketing years 1956, 1957, and 1958. 


Number of allotment farms and acreage allotted, 1956 and 1955 crops 


State and kind of tobacco 


Flue-cured: 
ae 
Florida __- 
Georgia- - - - - ore ee 
North Carolina- -------- 
South Carolina- ------ 
Virginia i ade wet 
Reserve for new farms. - - 


Total 


Burley: 
Alabama_- 
Arkansas - - 
Georgia 
Tlinois __- 
Indiana--- 


Kentucky - - - 
Missouri--- - 


Oklahoma. 

Pennsylvania 

South Carolina 
Tennessee - 

rexas_- 

Virginia -_ - - 

West Virginia -- 

Reserve for new farms. - -- 


Fire-cured: 
Illinois _-- 
Kentucky. 


IIIS... « < an cnescsessccccstcoussssceseccesesces pmeee 


Virginia _ -_- - 
Reserve for new farms 


1956 crop, 
acreage 
allotted 
(prelimi- 

nary) 


553 
89, 982 
585, 976 


2, 224 


4 

53, 861 
1 

9, 322 
2, 422 
658 


| Number of | Acreage 


18, 822 | 


} 


103, 013 | 
88, 949 | 


25 | 


1955 crop 


farms 


297 

7,030 
29, 164 | 

127, 484 
27,095 | 
24, 040 | 


889, 519 215, 110 | 1,007, 114.5 


154, 709 
1, 734 
19, 467 
11, 662 | 
1 


allotted 


630. 1 
21, 352.9 
102, 097.9 
665, 269. 4 
116, 842. 4 
100, 921. 8 


30. 
56, 88 
98. 2: 


9. 5é 

7, 825. 2: 

99. 7 
200, 311. 

3, 232. 
10, 126. 07 
10, 056, 98 

4. 00 

2. 42 

5. 25 

63, 587. 73 
- 40 

10, 989. 20 
2, 881. 91 








26: 


16, 174 
18, 177 
8, 296 








309, 318. 02 


. 30 

19, 268. 60 
21, 402. 04 
9, 831. 80 





| 50, 502. 74 
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Number of allotment farms and acreage allotted, 1956 and 1955 crops—Continued 


1956 crop, 1955 crop 

acreage 

State and kind of tobacco allotted 
(prelimi- Number of Acreage 

nary) farms | allotted 


Dark air-cured: 
iments iL ce dee csc. * S sine oat 5O | 150 74.3 
Kentucky aimed fii; eid 14, 192 20, 928 7, 936.8 
Missouri cae 5 : 3 3.0 
Tennessee ni ehee bic ake b <i Seckacx 2, 390 4, 951 2, 992. 1 
Reserve for new farms ee OE a 42 


Total itede oki 16, 674 26, 032 
Virginia sun-cured: 
Virginia jnenead : J 5, 525 
Reserve for new farms oe 14 


TONE oneecesye : Pees 5, 539 


‘igar filler and binder: 
Connecticut oe scieeetie ted , 149 
Illinois sk fs R 8 
Indiana ‘ ssdee : aaeeet 2 
Iowa....-- ons ae oe Ea ~ 
Massachusetts. a ; 5, 136 
ON, lag DOE. oon adbbintiocensen 5 253 
New ?’ampshire___-_-___- . Sas 1 
New York caine ciuke aero oe 191 
Ohio ede ; 5,051 
Pennsylvania. __-_-_-- aks : -_ 330 
Vermont dali : ; ~ 
Wiseonsin beats paeen os ; 17, 822 
Reserve for new farms cab east : ; 394 


Total 


Maryland: 
Delaware oe a ee —_ 1 
Maryland eae i ate . 45, 629 | 
Virginia Le met - ae 28 | 
Reserve for new et ae seat 115 | 


Total ; : a a a ee 45, 773 


Pennsylvania filler: 
Kentucky Fe Mita Secaes aes it teocin en tive dt dh dacitacin intalolasn 2 | | 
Maryland Dit quneweusetdaoennaeeweraates iciealewe 1 | 
Pennsylvania. ______- eases nti a ia : 24, 328 
Reserve for new farms 246 | 


Total 22 24,577 | 


The amount of the national quota, less that portion set aside for ‘new farms” 
and small farms is apportioned among the States on the basis of the production 
in each State during the 5 calendar years preceding the calendar year in which 
the quota is proclaimed. Adjustments in State production data must be made 
to the extent necessary to make correction for abnormal conditions of production, 
for small farms, and for trends in production, giving due consideration to seed- 
bed and other plant diseases. 

The Secretary is authorized to convert the State poundage quota into a State 
acreage allotment on the basis of average yield per acre of tobacco in the State 
during the 5 years preceding the year in which the quota is proclaimed with 
appropriate adjustments for abnormal conditions of production. 

Where the State quota is converted to a State acreage allotment, farm acreage 
allotments are established on the basis of past acreage, adjusted for abnormal 
weather and plant diseases, land, labor, and equipment available for production 
of tobacco; crop-rotation practices and the soil and other physical factors 
affecting the production of tobacco. Local committees allot the acreage among 
the farms on which tobacco is produced. Where farm acreage allotments are 
established, the farm quota is the actual production of tobacco from the farm 
acreage allotment. 

Tobacco marketed in excess of the farm marketing quota is subject to a 
penalty per pound of 75 percent of the average market price for such kind of 


72013—56—pt. 422 
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tobacco for the preceding marketing year. (Effective July 1, 1955, with respect 
to flue-cured; October 1, 1955, with respect to all other kinds of tobacco.) 

Whenever the Secretary determines that, under the marketing quotas and 
acreage allotments established for any kind of tobacco, the production of any one 
or more of the types comprising such kind of tobacco will not be sufficient to 
meet market demands and carryover requirements for such type or types of 
tobacco, the Secretary must make appropriate increases. The increases are 
made on the basis of production of such type or types of tobacco during the 
same period of years considered in establishing farm marketing quotas and 
acreage allotments for the kind of tobacco involved. 


Peanut acreage allotments and marketing quotas (508 counties) 


Quotas must be proclaimed each year regardless of the supply situation. The 
national marketing quota must be equal to the average quantity of peanuts 
harvested for nuts during the 5 years immediately preceding the year in which 
the quota is proclaimed, adjusted for current trends and prospective demand 
conditions. 

A national marketing quota for the 1956 crop of peanuts of 719,670 tons and 


a national acreage allotment of 1,610,000 acres were announced on October 6, 
1955. 


Estimated number of allotment farms and acreage allotted, 1956 and 1955 crops 


Allotment 1956 acre- 1955 acre- 
farms age allot- age allot- 
ment ment 
Alabama..-_._--- , 16 217, 965 234, 312 
Arizona a ala ced rs. Kea capwewakiesseua 77 
Arkansas icidderie sie wate ie : ion f 4, 536 
Se Bi eS oe BG awekaes Wome 1,010 
Florida 5, f 58, 885 
Georgia-.--. -- Kee ; ee 3 Pagina 33, 816 5 563, 957 
Louisiana__---- -- aden aaa ee ; enaanenee 2,110 
Mississippi Lalas wien pasiebaae 7 7 8, 124 
Missouri can ace : piwia es a 264 
New Mexico. __---- mkiode oe ea : ARES 8 | 5, 274 
North Carolina lads hi priate ace | 6 181, 474 
Oklahoma 5, 726 37, 4 147, 622 
CNRS cue acacac coeds | b7% 3, 743 14, 774 
Se picsiians 3, 56 3, 831 
en lh tin a gi ad ee ee ee 381, 693 
Virginia ee asad hata ae Ben cn ood ee it eine ee el 113, 425 
Reserve for new farms. ---- fe a ene | 8, 050 


MIN cot otc cee chek Mc, 27, 06 1, 610, 000 1, 730; 112 





On May 4, 1955, the Department announced an increase of 744 percent (from 
740,600 to 796,145 tons) in the peanut marketing quota and in the individual 
acreage allotments for the 1955 crop. The increase was necessary because of the 
extremely small carryover resulting from the short 1954 crop and lower probable 
domestic production from the 1955 allotted acreage than was estimated at the 
time of the marketing quota determination for the 1955 crop. 

The national marketing quota must be converted to a national acreage allot- 
ment by dividing the quota by the normal yield per acre of peanuts for the United 
States determined on the basis of the average yield per acre in the preceding 
5 calendar years with necessary adjustments for trends in yields and for ab- 
normal conditions of production. 

The national acreage allotment less the acreage set aside for “new” farms is 
apportioned among the States on the basis of the State’s share of the national 
acreage allotment for the preceding year. 

The State acreage allotment is apportioned through local committees among 
farms on the basis of past acreage of peanuts, taking into consideration previous 
allotments, abnormal conditions, land, labor and equipment available for the 
production of peanuts, crop-rotation practices, and soil and other physical factors 
affecting the production of peanuts. 

Whenever the Secretary determines that, on the basis of average yields per 
acre by types, adjusted for trends and abnormal conditions, the supply of any 
type or types is insufficient to meet the demand for cleaning and shelling pur- 
poses at which the Commodity Credit Corporation may sell its stocks of such 
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peanuts, the Secretary is required to make appropriate increases in State acreage 
allotments. No State, however, may be increased above the acreage harvested in 
the State in 1947. 

‘The amount of the farm marketing quota is the actual production of the farm 
acreage allotment. 

The marketing of peanuts in excess of the farm marketing quota, or the market- 
ing of peanuts from any farm for which no acreage allotment was determined, is 
subject to a penalty at a rate equal to 50 percent of the basic rate of the loan 
for quota peanuts for the marketing year beginning in the calendar year in 
which such peanuts are produced. 

Quotas are not applicable to any farm on which the acreage of peanuts har- 
vested for nuts is one acre or less. 


Wheat acreage allotments and marketing quotas (2,481 counties) 


Quotas must be proclaimed whenever in any calendar year the total supply 
for the marketing year beginning in such calendar year exceeds normal supply 
by more than 20 percent or the total supply is not less than normal supply and 
the average farm price for three successive months does not exceed 66 percent 
of parity. 

On May 13, 1955, marketing quotas were proclaimed for the 1956 crop of 
wheat based upon the following determination of normal supply for the 1955-56 
marketing year and the marketing quota position as indicated by the supply 
percentage. 


Normal supply and marketing quota level: 


Million bushels 
(adjusted) 


. Demestic consumption; 1006-66... oo. eee 675 
. Exports, 1955-56 260 
O: "meee Ce Oe Se a eg ed ee ee 935 
4. Allowance for carryover (20 percent of item ¢ 187 


5. Normal supply (item 3 + item 4) 1, 122 


>. Marketing quota level (120 percent of item 1. 346 


‘Total supply and supply percentage: 


- MERE Gaeryorver, vuly 4. 2Ob0 ek 1, 080 
. Estimated production, 1955 830 
‘stimated imports, marketing year 1955-56 3 


10. Total supply (item 7 + item 8 + item 9) 1, 863 
11. Supply percentage (item 10 + item 5) 166. 0 


Determination of national acreage allotment: 
Million bushela 
1. Normal year’s domestic consumption 675 
2. Normal year’s exports 280 
3. Total (item 1 + item 2) 955 
4. 30° percent of normal year’s domestic consumption: 
ne eas ca See #2) 286 


5. Normal year’s domestic consumption and exports plus 
30 percent 1, 241 
. Indicated carryover, July 1, 1956 
. Estimated imports, marketing year 1955-56 


Oe EE, CCR RN Fe ee am __ 958 
. Production needed in 1956 (item 5 5 — item 8) 


. National average yield per planted acre 


11, National acreage allotment (item 9 - item 10) 
12. Minimum national acreage allotment (established by law)_- 5 


* Adjusted to provide a more normal amount of wheat for domestic use. 


State acreage allotments which are based on wheat acreages for the past 10 


years with adjustments for planting trends, weather, and other factors, were 
announced on May 18. 
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Acreage allotments for commercial wheat States, 1956 and 1956 crops 


1956 1955 | 1956 | 1955 
State acreage acreage | State 
allotted allotted 

| 

| 

! 

| 


acreage acreage 


allotted | allotted 








Arkansas ; 47, 433 | OO) 088 1 Olio? 2... 0 Le eae 1, 599, 297 
California. - - sii 455, 719 | 477, 950 || Oklahoma__-_---_-_-_- _.| 4, 860, 057 4, 791, 926 
Colorado- . --| 2, 702, 237 2, 677, 216 Oregon -- -- P | 819, 522 807, 897 
Delaware___-__. ; 36, 370 | 42, 895 || Pennsylvania 620, 185 639, 642 
Georgia - - - - - 105, 624 105,610 || South Carolina 133, 488 136, 763 
SS eee , 159, 816 1, 159, 664 || South Dakota__------- 2, 749, 275 2, 776, 584 
Illinois - - - , 384, 461 1, 375, 942 || Tennessee. -- 199, 261 201, 261 
Indiana... __--- , 166,484 | 1, 154,049 || Texas... -- | 4,227,136 | 4, 207, 578 
Iowa_-_- : 139, 443 RE A ION onic ice en neieien | 314, 994 | 317, 363 
Kansas , 587, 206 10, 496,070 || Virginia_ : 261, 043 | 277, 953 
Kentucky - 219, 495 | 206, 057 || Washington ----- | 2,009,033 | 2,030, 298 
Maryland. : 187, 546 203, 953 || West Virginia-- 42, 956 | : 
Michigan ‘ 969, 478 1, 004, 750 || Wisconsin 45, 147 

Minnesota. . 726, 503 794, 059 || Wyoming. -.-_----- | 303, 725 


Missouri. - - - ne ; 163, 686 1, 141, 147 || (oe 
Montana 4, 002, 138 4, 029, 466 Total, commercial | | 

Nebraska 3, 200, 332 3, 207, 330 area. - | 54, 871,924 | 54, 902, 
New Jersey 55, 141 57,252 | Total, noncommercial | 

New Mexico ; 465, 924 447, 354 area. - ‘ 73, 076 71, 912 
New York _- > ts 312,175 322, 191 National reserve . | 55, 000 25, 100 
North Carolina 283, 395 286, 493 || joe 
North Dakota__- : , 321, 263 7, 349, 025 Total ..| 55,000,000 | 55, 000, 000 


In a referendum held June 25, 1955, 77.5 percent of the farmers voting 
favored marketing quotas on the 1956 crop of wheat. 

The national acreage allotment (less a reserve of not to exceed 1 percent 
thereof) is apportioned among States on the basis of the acreage seeded for the 
production of wheat during the 10 calendar years immediately preceding the 
calendar year in which the national acreage allotment is determined with 
adjustments for abnormal weather conditions and for trends in acreage. 

The State acreage allotment, less a reserve of not to exceed 3 percent thereof, 
is apportioned among the counties on the basis of the acreage seeded for the pro- 
duction of wheat during the 10 calendar years immediately preceding the calen- 
dar year in which the national acreage allotment is determined with adjustments 
for abnormal weather conditions and trends in acreage during such period and 
for the promotiton of soil conservation practices. 

The allotment to the county is apportioned, through local committees, among 
farms on the basis of past acreage of wheat tillable acres, crop-rotation prac- 
tices, type of soil, and topography. Not more than 3 percent of the county allot- 
ment must be apportioned to farms on which wheat has not been planted during 
any of the 3 marketing years preceding the marketing year in which the allot- 
ment is made. 

The farm marketing quota is the actual production from the acreage planted 
to wheat on the farm less the farm marketing excess. The farm marketing excess 
is the normal yield times the excess acres but it may not exceed the difference 
between the actual production on the farm less normal production of the acreage 
allotment. The rate of penalty on wheat is 45 percent of the parity price per 
bushel on wheat as of May 1 of the calendar year in which the crop is harvested. 
The penalty may be avoided by (1) storing farm marketing excess in ac- 
cordance with regulations established by the Secretary, or (2) delivering such 
excess to the Secretary for his disposal. The farm marketing excess is sub- 
ject to penalty even though it is used on the farm. 

A wheat marketing quota is not applicable to any farm on which the acreage 
planted to wheat does not exceed 15 acres or the normal production of the acreage 
planted to wheat of the current crop is less than 200 bushels. If for any mar- 
keting year, the acreage allotment for wheat for any State is 25,000 acres or less, 
the Secretary may designated such State as outside the commerical wheat-pro- 
ducing area for such marketing year. 

Cotton acreage allotments and marketing quotas (1,117 counties) 

A national marketing quota must be proclaimed whenever, during any calendar 
year it is determined that the total supply exceeds the normal supply for upland 
cotton and for extra long staple cotton, whenever the total supply exceeds normal! 
supply by more than 8 percent. 

Upland cotton.—On October 14, 1955, a national marketing quota of 10 million 
bales and a national acreage allotment of 17,391,304 acres were announced. 
Under the basic formula provided by law, the upland cotton marketing quota 
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would be below the announced level if it were not for the “minimum” provision. 
This minimum is 10 million bales which automatically becomes the marketing 
quota under the existing supply situation. Marketing quotas were proclaimed 
hased upon the following: 


Total supply, 1955-56 marketing year: Bales 
1. Carryover, August 1, 1955 ; <sun 20,088,988 
2. Indicated production, 1955 *13, 719, 900 
Se a TO lac nal aisles ten winianictaenan : 50, 000 
4. Total (item 1+ item 2+ item : * 24, 403, 162 
Normal supply, 1955-56 marketing year: 
5. Domestic consumption, 1955 _. 9, 000, 000 
ee i iat adic uhm we nal 7 3, 000, 000 
a Total (item 5-+-item 6)-_ 12, 000, 000 
8. Allowance for carryover (30 percent of item 7) 3, 600, 000 
9. Total (item 7 + item 8) -i..s. 316/600;000 
10. Supply percentage (item 4—- item 9)_---_-_---_percent__ 156. 4 
1 October crop estimate. 
2Includes the commodity set-aside from normal marketing channels under title I of the 
Agricultural Act of 1954 and excludes stockpile and current crop ginnings prior to 
August 1. 


State acreage allotments were announced on November 3, 1955. 


Acreage allotted, 1956 compared with 1955 crop 


Crop acreage allotted 


| 
| 
| 
1] 


Crop acreage allotted 


|| | 
1956 1955 95 =| 1955 


Alabama. .-......- --| 1,025,141 1, 101, 804 || Missouri a | 378, 055 399, 
ATG -4b.icosa ces 343, 640 | 333, 9383 || Nevada. --- id 2, 33 2, 
Arkansas. ------- ....--| 1,424,511 | 1, 529, 704 || New Mexico__- : 182, 
California... .--- | 782, 405 | 778, 686 || North Carolina___---- 483, 932 | 515, 
F lorida_- Salat 36, 974 | 36, 283 || Oklahoma. eek | 845, 616 872, 
OI ea ak 903, 221 | 950, 818 South Carolina__-- 726, 193 773, 
PNG te sO on | 3, 110 3,056 || Tennessee _-_--_- 563, 491 593, 
Kansas Puvsean 29 35 || Texas... | 7,410, 893 7, 612, 


~ 


ROTO aici He 5c ce] 7, 799 8, 374 || Virginia ---- uae 17, 114 18, 
Louisiana. - - - - 5 al 610, 891 648, 442 ——— —--'— ~~ 
Maryland _-_- ee Sore 2 i..- | Total__. 17, 391, 304 | 18,113, 3 
Mississippi Ee eakara 1, 646, 562 1, 750, 852 || 


Extra long staple cotton.—On October 14, 1955, a national marketing quota 
of 35,800 bales and a national acreage allotment of 45,305 acres were proclaimed 
for the 1956 crop. Because of prospective large supplies, the quota is the mini- 
inum prescribed by law. 

Quotas and allotments will apply principally to American-Egyptian, sea island 
(in the continental United States and Puerto Rico), and sea land cotton. 
Total supply, 1955-56 marketing year: Bales 

1. Carryover, Aug. 1, 1955_- sor 174, 493 
2. Indicated production, 1955 x * 40,300) 
B: “Ente Tere... s ~ 100, 000 


Total (item 1+item 2+item 3)_----- 593 


Normal supply, 1955-56 marketing year: 
Domestic consumption, 1955 ‘ 7" , 000 
Estimated exports_-- pa are , 000 
Total (item 5+item 6)--_.-__--_-- : . 000 


Allowance for carryover (30 percent of item 7) et » 500 


9. Total (item 7+item 8) ; : 9, 500 
10. Supply percentage (item 4--item 9) 213.8 


? October crop estimate. 
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Acreage allotted, by State, 1956 crop compared with 1955 


Number of 
designated 
counties 


1956 acreage | 1955 acreage 
allotted allotted 


Arizona... --_- ecw re eee 3¢ 18, 472 
California --_- -- ae ie iis tee fee 29 296 
Florida iia tee sedi ipeeraadte SN eae re . Jean f 612 
Georgia - -- : ; i as sci ‘ 2 157 
New Mexico pewaee 5 | . 4 8, 529 
es. 5 nat pe bbetn Risse ckhed ome rats 5, 15, 964 
Puerto Rico 2, 124 


| 


45, 305 | 46, 154 











1 North and south areas. 


In referenda held December 13, 1955, 93 percent of the farmers voting favored 
quotas for the 1956 crop of upland cotton and 90.5 percent favored quotas for 
extra long staple cotton. 

The national acreage allotment is apportioned to the States on the basis of 
the acreage planted to cotton (or regarded as planted)in the 5 calendar years 
immediately preceding the calendar year in which the national marketing quota 
is proclaimed with adjustments for abnormal weather. 

The State acreage allotment is apportioned to counties on the basis of the 
acreage planted (or regarded as planted) to cotton in the 5 calendar years im- 
mediately preceding the calendar year in which the national marketing quota 
is proclaimed with adjustments for abnormal weather. 

The State committee is authorized to reserve not to exceed 10 percent (15 
percent in the case of one State) of the State allotment for adjustments in 
county allotments due to trends in acreage, abnormal conditions affecting 
plantings, small or new farms, or to correct inequities in farm allotments and 
to prevent hardship. 

The county acreage allotment (less the reserve) is apportioned to farms on 
which cotton has been planted in any one of the past 3 years, (1) by allotting 
initially to each farm the smaller of 5 acres or the highest number of acres 
planted to cotton in such 3-year period and (2) by allotting the remainder to 
farms (other than those whose initial allotment was the highest number of acres 
planted in the past 3 years) on the basis of a county cropland percentage, 
excluding the acreages devoted to specified crops and nonirrigated lands in 
irrigated areas. No farm may be allotted an acreage under this provision in 
excess of the highest number of acres planted in the past 3 years. 

The county committee may reserve not to exceed 15 percent of the county 
allotment for establishing “new” farm allotments and for adjusting “old” farm 
allotments, but not less than 20 percent of the reserve must be allotted to farms 
which otherwise would receive allotments of not more than 15 acres. 

The farm marketing quota is the actual production from acreage planted 
to cotton on the farm less the farm marketing excess. The farm marketing 
excess is the normal yield times excess acres, but it may not exceed the differ- 
ence between the actual production on the farm less the normal production of 
the acreage allotment. 

For upland cotton, the farm marketing excess is subject to a penalty at a rate 
equal to 50 percent of parity price as of June 15 of the calendar year in which the 
crop is produced and for extra long cotton the penalty rate is the higher of 
50 percent of parity price or 50 percent of support price. 


Corn acreage allotments (805 countics ) 


On November 5, 1954, the Department announced that acreage allotments would 
be in effect for the 1955 crop and also designated a commercial corn-producing 
area of 805 counties in 21 States. Marketing quota provisions of the Agricultural 
Adjustment Act of 1938, as amended, relating to corn were repealed by Public 
Law 690, 838d Congress. 

The acreage allotment of corn for any calendar year shall be that acreage in 
the commercial corn-producing area which, on the basis of the average yield for 
corn in such area during the 5 calendar years immediately preceding such calen- 
dar year, adjusted for abnormal weather conditions, will produce an amount of 
corn in such area, which together with corn produced in the United States outside 
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the commercial corn-producing area and corn imported, make available a supply 
for the marketing year beginning in such calendar year, equal to the normal 
supply. The acreage allotment must be proclaimed not later than February 1 
of the calendar year for which such acreage allotment was determined. 

The acreage allotment for corn is apportioned among counties in the commer- 
cial corn-producing area on the basis of acreage seeded for the production of corn 
during the 5 calendar years immediately preceding the calendar year in which 
the apportionment is determined with adjustments for abnormal weather condi- 
tions and for trends in acreage during such period and for the promotion of soil- 
conservation practices. 

The acreage allotment for the county is apportioned through local committees 
among the farms within the county on the basis of tillable acreage, crop-rotation 
practices, type of soil, and topography. 

Although not expressly provided for in legislation, the acreage allotment for 
the commercial corn-producing area is apportioned among the States in such 
area to facilitate administration. 


Computation of national acreage allotment 


Normal supply: Million bushels 
1. Domestic consumption (1954-55) adjusted 3, O75 
2. Exports (1955-56), estimate ; 115 
3. Total (item 1+item 2) 3, 190 
4. Allowance for carryover (15 percent of item 3) 478 
5. Normal supply (item 3+item 4) 3, 668 
Acreage allotment: 
6. Carryover indicated October 1, 1955____ eek aise eee 800 


7. Total production needed in 1955 (item 5—item 6) 2, 868 
8. Estimated production outside of commercial area and 
imports 650 
9. Production needed in commercial area (item 7T—item 8) __ 2. 218 
10. Adjusted average yield in commercial 
area __. (bushel per acre) __ 44. | 
11. 1955 acreage allotment (acres)__ 49, 842, 697 
12. 1954 acreage planted in commercial area _ 55, 499, 770 
13. 1955 allotment as percent of 1954 acreage 89.8 


1955 crop 1954 crop 


Number of 


Number of 
Oe 1. heen ot i en 
commercial | Acreage al- | commercial | Acreage 
counties 


State 


x : , 
lotted counties | lotted 





9 aceseecreseneenenciacieetseaatnats I neeseasteeenchithoneerneninsennue 


Arkansas.-...-.-- Nae ee sn te ana ee on BO Bia 4 | 138, 820 
Delaware - _- diene : 3 | 136, 600 
Timo is li... pasa ee 8,172, 895 | 101 | , 524, 522 
Indiana fiat cate ee Rass ; er | 9 | 4, 160, 233 8&9 3, 823, 293 
lowa. a Te Ne eee 9, 636, 620 99 | 9, 063, 929 
Kansas... -- wate aw kaeheo's sae AR ee 1, 274, 559 | 28 | , 415, 054 
Kentucky..........--- ; ist See , 145, 429 | 43 | , 060, 530 
| EE See eee eereer 333, 647 | 14 | 309, 670 
PO MMNIN ree ise ox Nae da ae atesceeGeas ae ¢ , 175, 522 | 29 , 048, 923 
Minnesota. _- aie lstcite atta alate : , 738, 582 | 58 | , 326, 951 
Missouri. - a a ee ea hae ld 3, 281, 548 74 | 3, 069, 695 
—— Seapine ico Sisto , 923, 994 63 | 5, 096 
SO A ee etn aaa salwl 99, 366 | 7 | 93, 253 
North meen UL te ‘ 890, 177 | 5 | 5, 826 
North Dakota..... he AP nsibbges iednck in deibeeated 96, 478 , 493 
US. SS es See i tne. ccugkeawiekwes | | 2, 960, 633 9 | 2 498 
Pennsylvania | 811, 954 q 304 
South Dakota_-___- J son dtewedees d 2, 726, 309 | 36 2, 041 
lennessee eb aa bans 6 keh Senghasiniiene 339, 370 576 
VRIES Mis ie cncuetesaccsuscacottesceuae 171, 886 ¢ 852 
West Virginia______.___- taken 21, 935 771 
WORN rath ack a en. kaon kee 36 1, 730, 422 | , 580, 807 











I ie on ests sescxviene | 5 | 49,842, 697 | 504 
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Rice acreage allotments and marketing quotas (130 counties) 

On December 30, 1954, a national rice-acreage allotment of 1,859,099 acres 
and marketing quotas for the 1955 crop of rice based on this acreage were 
proclaimed. 

Marketing quotas for rice must be proclaimed whenever in any calendar year 
it is determined that the total supply of rice for the marketing year beginning 
in such calendar year will exceed normal supply for such marketing year by 
more than 10 percent. Marketing quotas for any crop of rice may be proclaimed 
at any time during the calendar year preceding the calendar year in which the 
crop will be produced. 

A referendum must be held within 30 days after the proclamation of quotas 
to determine whether farmers approve quotas. In order to become effective, 
at least two-thirds of the farmers voting must favor quotas. 

Not later than December 31 of each calendar year, a national acreage allot- 
ment for the crop of rice to be produced in the next calendar year must be 
proclaimed. The national acreage allotment is that acreage which will, on the 
basis of the national average yield of rice for the 5 preceding calendar years, 
produce an amount of rice adequate, together with the estimated carryover from 
the marketing year ending in the calendar year then current, to make available 
a supply for the marketing year beginning in the next calendar year, not less 
than the normal supply. 























Determination of normal supply, marketing quota level, total supply, and supply 
percentage 










Normal supply and marketing quota level: 
1. Estimated domestic consumption, 1953-54 

thousand hundredweight__ 25, 620 

2. Estimated exports, 1954-55_____ Facies Ae ie pee me, 

3. Total (item 1+item 2)--__-___ aie Se ssid ea pss wae RD kent. eg SO 

4. Allowance for sastveeas ‘(10 percent of item a ooduewee Go... 5, 162 













5. Normal supply (item, 3+-item 4)_.........._.._....._ do___. 56, 782 

6. Marketing quota level (110 percent of item 5) ----_---- do__-- 62, 460 
‘Total supply and supply percentage: 

Mi NE, ON RRR, | Og css Sisson acinomae PO cacke. oe, DOT 

S. sueeeeneed BYOGUCHOD I Alt... noose commen sean do_... 58, 950 

>. Metimated imports, 1954-55_..........................4 Obnicnk 350 









10. Total supply (item 7+item S+item 9)_________- ae ee YS 
11. Supply percentage (item 10--item 5) -_--------_-_-- percent__ 117.6 









Determination of normal supply and national acreage allotment 






Normal supply : * 
1. Estimated domestic consumption, 1954-55 










thousand hundredweights__ 26, 850 
2. Estimated exports, 1955-56___..............___-- es 2 26, 000 











a. tes thee Be een 2 ee ew ee es 52, 850 
4, Allowance for carryover (10 percent of item 3)______-_-do____ 55, 285 














5, nn CRU CPI os ee Ue ge2i~~ 58, 135 
National acreage allotment: F 
6. Estimated carryover on Aug. 1, 1955_._-_________~-- Saas 14, 000 i 
7. Indicated production needed in 1955 (item 5—item 6)_~-do___- 44, 135 3 

8. National average yield per planted acre, 1950—54__pounds___- 2, 374 

9. Indicated acreage allotment (items 7--item 8)_--- _--- acres__ 1, 859, 099 

10. Estimated acreage planted in 1954_____-__________-__- do____ 2, 467, 000 

11. Indicated percentage reduction from 1954 plantings__percent__ 24. 7 





1 Normal supply is for the marketing year commencing in the calendar year for which 
the national acreage allotment is determined. 


In a referendum held January 28, 1955, 90.2 percent of the farmers voting 
favored marketing quotas for the 1955 crop of rice. 
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Acreage allotted compared with 1954 plantings 


Increased 
allotment 
pursuant to 
Public Law 


29 


Allotment 
announced 
Feb. 25, 
1955 


Plantings, 


State 1954 


Arizona__-.- i _ iat 47 269 
Arkansas - - -- 2 : 435, 639 453, 850 
California__.------- -<+- . ‘ : 343, 362 352, 729 
Florida. ----- ia ae eee 1,075 1, 126 
Illinois___--- eek aha as 8 24 
Louisiana. _- ; i aiates il Sate 519, 634 558, 934 
Mississippi J eh eas Oks os ee ee 47, 499 54, 884 
MIE cciicccbess< ‘ : 3, 905 5, 183 
North Carolina : : 0 34 
Oklahoma ae : 0 175 
South Carolina Jipwesaaeamehuyuae ae 3 2, 224 2, 917 3.‘ 
Tennessee . = at — : 593 605 
ic nadia dares aren angie omar inet : 486, 522 496, 929 624, 
Reserve...- wrest eee ae =a 18, 591 250 


1, 927, 909 2, 475, 918 


1, 859, 099 


The national acreage allotment, less a reserve of not to exceed 1 percent 
thereof for apportionment to farms receiving allotments which are inadequate 
because of an insufficient State or county allotment or because rice was not 
planted on the farm during all the preceding 5 years, is apportioned among the 
rice-producing States on the basis of the average number of acres of rice in each 
State during the preceding 5 years, with adjustments for trends in acreage 
during such period. 

The State acreage allotment is apportioned in one of two ways: 

1. To rice producers on the basis of past production of rice by the producer, 
taking into consideration the acreage allotments previously established for 
such producer (in the State), abnormal conditions affecting acreage, land, labor, 
and equipment available for the production of rice, crop-rotation practices, and 
the soil and other physical factors affecting the production of rice. Not more 
than 3 percent of the State acreage allotment is apportioned to persons who have 
not produced rice during any one of the past 5 years. The producer allotments 
so determined are assigned to farms on which the producers will be engaged in 
producing the crop of rice for which the allotments are established. 

2. If the Secretary, upon recommendation of the State committee determines 
that such action will facilitate the effective administrtaion of the act, the State 
acreage allotment is apportioned to farms on which rice has been produced dur- 
ing any one of such period of years on the basis of foregoing factors using past 
production of rice on the farm and the acreage allotments previously established 
for the farm in lieu of past production of rice by the producer and the acreage 
allotments previously established for such producers. Not more than 3 percent 
of the State acreage allotment is apportioned to farms on which rice has not been 
produced for the past 5 years on the basis of the applicable factors heretofore 
mentioned. 

The farm marketing quota is the actual production on the farm less “farm 
marketing excess.” The farm marketing excess is the normal production of 
the number of acres planted in excess of the farm acreage allotment, except that 
the farm marketing excess may not be larger than the amount by which the 
actual production on the farm exceeds the normal production of the farm acreage 
allotment if the producer furnishes proof of such actual production to the 
Secretary. 

Whenever marketing quotas are in effect the producer is subject to a penalty 
on the farm marketing excess at a rate per pound equal to 50 percent of the 
parity price as of June 15 of the calendar year in which the crop is produced. 
rhe penalty may be avoided or postponed by storage or by disposing of the 
commodity in such other manner not inconsistent with the purposes of the act, 
as the Secretary shall prescribe, including delivery to the Commodity Credit 
Corporation or other agency within the Department. 
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(Juota penalty collections 

The following table shows the cumulative marketing quota penalty collections 
which, except for refunds to producers, are eventually covered into the General 
Fund of the Treasury. ° 


Summary of cumulative net marketing quota penalty collections through June 80, 1955 














| | | 
Marketing year | Tobacco Peanuts Wheat | Cotton Total 

eS oe | | $943,225.00 |..............- Bie esha do | go1s,382.38] $1. 161, 607.38 
RI Sco ca ow sh eat es hate Biot oa, eis eac BRL oeewcaigeecubeke | 518, 628. 98 518, 628. 98 
I 6s sh wo Beakareaaibere SY Blo. css denbtoenunetekmagaes 672, 923. 32 1, 344, 933. 52 
I ae cite ot ter | 184, 972. 89 $44, 110.13 | $13, 111,042.87 | 2,009, 036. 69 15, 349, 162. 58 
MD «bw nimentckanan owe 422, 393. 90 104, 840. 90 2, 037, 182. 66 | 1, 489, 990. 83 4, 054, 408, 29 
ID on gees cca SE OEE ED Locduieccancte wan SV taketbbeasncced | Jancaoncmbeawind 514, 563. 85 
i eae bt | Ree eases ; ES lieved 1, 738, 585. 09 
1945-46 RES toad SSPE <anusiond:noncs~us i akc acacia | acocndbeiien ecake enema al 4, 017, 148. 49 
1946-47 ia ae cs cae TE nauk ncdncsnarel he henath wubyaoual gueeecuneshmxene 4, 064, 33°. 73 
EES cwanewaeed tes ME Lin di lanewndlosstanedebensene lackute cebapemane 1, 005, 258. 52 
1948-49 peel lll cca losin DE Tso cn nerspueesel pa cb cance chudaeel accpen cshabneeee 1, 519, O56. 74 
I la a sia 2, 599, 977. 44 (Oy EES Re eS oe 2, 739, 220. 69 
| roe 3, 890, 715. 22 | EE Voie icanoduenncea | 1, 325, 492. 03 5, 504, 455. 26 
DES Gc abascnanse ce | 4, 635, 274.05 | DPGEMESE Losiscdacenscsenalokveine cabereeean | 5, 192. 432. 76 
1952-53 pipes Bees ite om 3, 652, 471. 36 BE ETE hiss newepesenwccntlounsowenvensadnen | 3, 790, 289. 01 
1953-54 leat ie 3, 128, 650. 67 CTE Vuvontunaunwnaanel knee dee naladadatana | 3, 425, 304. 08 
yy eee __| 5. 569, 503. 52 340, 923. 61 2, 346, 544. 30 | 571, 741. 50 | 8, 828, 712. 93 
ON i lbcanegs natty binmepion 73. 20 | 55, 977. 10  dinhenaiemaesaaee | 56, 050. 30 

ro ete 38, 558, 146.67 | 1, 909,068.87 | 17, 550, 746. 93 | 6, 806, 195. 73 64, 824, 158. 20 








LEGISLATION ENACTED, 1ST SESSION, 84TH CONGRESS, AFFECTING ACREAGE ALLOTMENT 
AND MARKETING QUOTA PROVISIONS OF THE AGRICULTURAL ADJUSTMENT ACT OF 
1938 


Tobacco 

Public Law 21.— 

1. Directs the redetermination of the national marketing quota for burley 
tobacco for the 1955-56 marketing year. 

2. ‘Authorizes reductions, in redetermining this quota, by an amount not to 
exceed one-tenth of an acre the existing allotments which are seven-tenths of an 
acre or less but more than five-tenths of an acre. 

3. Changes minimum acreage allotment by establishing the new minimum as 
not less than the smallest of (a) the allotment established for the farm for the 
immediately preceding year, (b) five-tenths of an acre, or (c) 10 percent of the 
cropland. 

4. Provides that any acreage harvested in excess of the farm acreage allot- 
ment for the year 1955 or any subsequent crop shall not be taken into account 
in establishing future acreage allotments. 

5. Penalizes producers who file, or aid in filing, false reports on tobacco acreage 
grown on their farms. 

6. Increases the rate of excess marketing penalty from 50 to 75 percent of the 
average market price for the immediately preceding marketing year. 

Public Law 96.—Directs the Secretary to make study and report on burley 
tobacco marketing controls for the purpose of developing basic information 
which will aid Congress in formulating an improved program for the production 
and marketing of burley tobacco. 

Public Law 279.—Provides that if marketing quotas have been disapproved 
in 3 successive years subsequent to 1952, thereafter a national marketing 
quota will not be proclaimed which would be in effect for any marketing year 
within the 3-year period unless prior to November 10 of the marketing year, oue- 
fourth or more of the farmers petition the Secretary to proclaim a national 
marketing quota for each of the next 3 succeeding marketing years. 

Public Law 351,—Provides that in establishing farm acreage allotments for 
burley tobacco crops for 1956, 1957, and 1958, the acreage allotment for any 
farm which has not been retired from agricultural production shall not be 
reduced below the acreage allotment which would otherwise be established be- 
cause the harvested acreage was less than the allotted acreage unless the acreage 
harvested was less than 50 percent of the allotted acreage in each of the pre- 


ceding 5 years, in which event it shall not be reduced for such reason to less 


than the largest acreage harvested in any year in such 5-year period. 








LONS 
eral 


1955 


328. 98 





irley 


t 10 
f an 


nas 
* the 
F the 


illot- 
ount 


eage 
f the 


irley 
ition 
ction 


‘oved 
pting 
vear 

one- 
ional 


s for 
any 
yt be 
d be- 
reage 
 pre- 


» less 


seit abi ce NDR CALNE SNC OR SODA 


anne Ui Hd 4) 2 


ay 


1751 


Public Law 361.—Provides that the production of tobacco on a farm for which 
no acreage allotment has been established shall not make the farm eligible for 
an allotment as an “old” farm provided that by reason of such production the 
farm need not be considered as ineligible for a new farm allotment but such 
production shall not be deemed past tobacco experience for any producer on the 
farm, 

Wheat 

Public Law 8.—Provides for increased durum wheat acreage allotments and 
marketing quotas for the 1955 crop for farms located in specified States, which 
increase shall be in addition to national, State, and county acreage allotments. 
The authorized increase is not to be considered in establishing future acreage 
allotments. 

Rice 

Public Law 27.—Authorizes reapportionment of acreage allotment on which 
rice will not be planted and which is voluntarily surrendered to the county com- 
mittee, to other farms in the same county. 

Public Law 28.—Provides that in determining the past production of rice by 
producers on a farm for the purpose of establishing farm acreage allotments for 
the 1956 and subsequent crops, the acreage of rice for any year for which farm 
acreage allotments were in effect shall be divided among the producers thereon 
in the proportion in which they contributed to the farm acreage allotment, 

Public Law 29.— 

1. Increases each 1955 State acreage allotment by 2 percent. 

2. Provides each State with a 1955 rice allotment at least equal to its 1950 
allotment. 

3. Provides each county whose base acreage for 1955 exceeded by at least 2 
percent its base acreage for 1950 with a 1955 allotment at least equal to its 1950. 

4. Increases each State reserve with respect to the 1955 crop for new producers 
and new farms to a minimum of 500 acres. 

Public Law 288.—Provides that for 1956 no national acreage allotment shall 
be established which is less than 85 percent of the final allotment established 
for 1955. 

Public Law 292.—Provides that in States where farm acreage allotments are 
established on a producer basis, only the past plantings of rice by the producer 
within the State and acreage allotments previously established in the State for 
the producer shall be used in determining such allotments. 


FOOD MATERIALS AND REQUIREMENTS 


The Commodity Stabilization Service has been assigned responsibility for part 
of the continuing activities of the Department in the area of preparedness meas- 
ures relating to food and the domestic distribution of farm equipment and sup- 
plies. This work is financed from this appropriation. 


PLANS FOR ADMINISTRATION OF ALLOTMENT CROPS 


Mr. Wuirren. Mr. McLain, do you have any further general state- 
ments in connection with the adjustment programs / 

Mr. McLain. None at all, Mr. Chairman. 

Mr. Hugues. It was included in my general statement, Mr. Chair- 
man. 

Mr. Wuirren. Could you give us any information with regard to 
the program proposed for each commodity? Are there any details 
which you could give us as to what the outlook is expected to be / 

I notice the justifications cover a considerable part of it. 

Mr. Hugues. With your permission, Mr. Chairman, I would like 
to call on Mr, Beach for a further statement on that matter. 

Mr. Beacu. Mr. Chairman, the statement that Mr. Hughes read 
yesterday indicated the percentage of compliance checks that will have 
to be made in the fiscal year 1957 which, of course, is a result of how 
much we will get done in fiscal year 1956. 














The estimate assumes the continuation of the acreage allotments 
and marketing quotas on each of the basic commodities except corn, 
and acreage allotments on corn. 

In the case of tobacco, it contemplates completing the measurement 
of the 1956 crop and measuring about 45 percent of the 1957 acreage 
in addition to the job of compiling the basic data and establishing 
allotments for the next year and holding the referendum on certain 
types of tobacco and actually administering the quotas on the past 
year’s crop. 

As you probably recall, in the case of acreage allotment and market- 
ing quota programs, the work that is done in any one fiscal year applies 
generally to three different crops: The State and county offices are 
assembling the basic data, preparing for the next year’s allotment, 
they are administering the quotas on the past year’s crop and actually 
auditing the records and prosecuting violation cases under the pre- 
ceding year’s crop. 

In the case of peanuts, the estimate contemplates measuring about 
65 percent of the 1957 acreage. This means we will complete in the 
fiscal year 1957 the measurement of 35 percent of the 1956 crop. 

In the case of wheat we will measure 95 percent of the 1957 acreage, 
and in the case of cotton we will measure 75 percent. 

In the case of corn we will measure about 45 percent, and in the 

-ase of rice we will measure about 50 percent. 

We will do in the fiscal year 1957 whatever measurement is not 
possible to get done in the fiscal year 1956. Weather and availability 
of labor has a great deal to do with it at times. 

If we have good weather and available performance checkers, we 
will be able to carry out a greater proportion of measurement in the 
current fiscal year, usually in May and June. In the event the weather 
circumstances and labor situation prevents our actually completing 
the measuring job projected, funds for that purpose will not be used. 
They will go back into the surplus of the Treasury. 

I think that about covers the general plan of approach and the work- 
load involved in the actual administration of the allotment crops. 


VIOLATIONS OF ACREAGE ALLOTMENTS 


Mr. Wuirren. What percentage of violations of acreage allotments 
have been found where you have marketing quotas? In other words, 
What is the story on it? Are you finding practically full compliance 
or are having trouble in that direction ? 

Mr. Bracn. As good an indication of it, I think, as we have here, is 
the amount of quota penalties collected. In the case of tobacco, our 
quota penalties collected during the year 1954-55 were the largest: that 
they have ever been in history—about $5.5 million. 

Mr. Wurrren. In connection with that, what is the penalty on 
tobacco? I notice that with regard to cotton you can tax the producer 
up to 50 percent of value. What is the situation on tobacco? 

Mr. Huenes. That is 45 percent of support price; is it not, Mr. 
Manwaring? 

Mr. ManwarinG. There is a definite figure on it, and I was just 
trying to find it. 

Mr. Wuirren. You can put that information into the record when 
you receive the transcript. 
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(The information requested follows :) 

The penalty rate on tobacco produced in excess of the quota is 75 percent of 
the average market price of each kind of tobacco for the immediately preceding 
inarketing year. 

Mr. Wuirren. With respect to tobacco we have always had the point 
made that under your check of conformance we ended up by the 
(jovernment making money out of it. The amount of tax collected far 
exceeded the amount of money spent in conformance. Of course, you 
had other reasons to require conformance in addition to any tax that 
you might collect. However, if you do not enforce it, your program 
itself would break down. 

Mr. Bracn. I think that is borne out, Mr. Chairman, by the fact 
that. the total cost of the tobacco acreage allotment and marketing 
quotas program in the fiscal year 1956 is $5,375,000 as against quota 
penalties of $5,569,000. The quota penalties exceeded the cost of the 
tobacco acreage allotments and marketing quotas program in fiscal 
year 1956. 

Mr. Wurrren. It has been stated. for a number of years that that 
situation has existed. 

Mr. Bracu. In the case of peanuts our quota penalties are higher 
than they have been in past years. Of course, wheat and cotton are 
relatively new in the quota operations and we have not really gotten 
a comparative record to go back on. 


RECOMMENDATIONS AND COMMENTS ON GAO AUDIT OF CCC FOR 
FISCAL YEAR 1954 


Mr. Marsuay. A review of the Agricultural Stabilization Con- 
servation County Office Procedures and Operations with respect to 
the apportionment of corn, wheat, and cotton acreage allotments to 
farms and policing producer compliance with the allotments disclosed 
the following types of weaknesses: 

(a) Essential information not entered on acreage reports. 

(b) Acreage reports not properly reviewed by ASC county offices. 

(¢) Work of county office reporters-farm inspectors—not properly 
supervised or verified. 

(d) Applications for new farm acreage allotments accepted after 
final date for filing such applications. 

(¢) New farm acreage allotments allotted to an eligible producer. 

(f) Listing sheets—worksheets—used by county offices to determine 
acreage allotments for each farm not properly prepared or reviewed. 

(q) Sn: nana unissued marketing cards not properly safeguarded. 

(h) Marketing cards issued to ineligible producers. 

[I wonder if at this point you would place in the record your obser- 
vations and answers concerning the report which was made to us by 
the General Accounting Office? 

Mr. Beacu. We would be glad to do that, Mr. Marshall. 

May I make the comment there, Mr. Marshall? Also, the General 
Accounting Office in some several instances has commented that our 
State offices did not have enough farmer fieldmen to actually cover the 
number of counties that they have in the State, and give adequate su- 
pervision to some of these operations. A part of the increase re- 
quested in this authorization this year is to complete our staffing up 
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of the auditors and farmer fieldmen in the State offices. We think 
that with the increase this year we will be in a position to at least give 
the maximum possible supervision to those operations. We will al- 
ways find mistakes, but there ought to be adequate supervision. 

(The information requested follows :) 


RECOMMENDATIONS AND COMMENTS WITH RESPECT TO GENERAL ACCOUNTING AUDIT 
OF COMMODITY CREDIT CORPORATION FOR FISCAL YEAR 1954 


1. Simultaneous purchase and resale of dairy products 


The Department of Agriculture is naturally concerned about the legal opinion 
expressed by the Comptroller General, which is directly contrary to the advice 
of our own counsel on which we acted. We were pleased to note that the Comp- 
troller General stated that he did not question the sincerity of Department offices 
or infer that there was any intentional wrongdoing. The action taken by the 
Department was solely in the interest of American farmers and incident to 
overall price support efforts to bring stability to the dairy industry. The trans- 
action as carried through, stabilized the price for American dairymen during the 
period of price-support adjustment. The action also saved the Commodity Credit 
Corporation the expense of unnecessarily moving the product to public warehouse 
storage and other costs thus providing a substantial saving to taxpayers. We 
have consistently sold dairy products to anyone who wished to buy. 

The question of legality in this case has been referred to the Department of 
Justice which has not as yet rendered a decision. 


2. Improper subsidy payments on exports of Canadian-grown “unfit” wheat 


Abuses were rampant during 1952 and 1953 due to mixing of “unfit” Canadian 
wheat with CCC wheat for export, for which subsidies were paid under the 
International Wheat Agreement. 

The United States Department of Agriculture negotiated with the Customs 
Bureau in 1952 and early 1953, and as a result the Customs Bureau issued a 
regulation requiring United States importers of wheat from Canada to sign a 
certification as to end use, in addition to the regular declaration, and severe 
penalties were provided for anyone who knowingly diverted “unfit” wheat into 
domestic food uses, or who blends such “unfit” wheat with any United States 
millable wheat, including CCC stocks of wheat intended for export. The regula- 
tion came into effect in July 1953 and the Department has not heard of any 
improper diversions of unfit wheat since then. The Department now feels that 
the problem has been amply resolved. Since then the Department has reported 
favorably upon several bills now before Congress which are designed to prevent 
diversions of imported “unfit” wheat into food uses and to impose severe penalties 
for anyone who does so. None of these bills has been passed to date. 

We are pleased to note that in this matter the GAO report indicates “the CSS 
Compliance and Investigation Division has conducted its investigations satis- 
factorily and the interests of the Corporation have been adequately protected 
thereby.” 

3. Loan to the Secretary of Agriculture 

A recommendation is made that Congress provide all funds required to finance 
the Agricultural Conservation program directly through normal appropriation 
procedures and eliminate the need for. financing part of the program through: 
loans to the Secretary from CCC funds as authorized by section 391 (¢) of the 
Agricultural Adjustment Act of 1938. This borrowing and repayment arrang>- 
ment does not have the effect of increasing operations under the Agricultural 
Conservation program. The annual authorizations contained in the respective 
appropriation acts determine the level of operations for each program. The 
Department would have no objection to a legislative proposal of this nature. 


4. Annual physical inventory of bin-stored grain 

A recommendation was made that reports on annual physical inventory- 
taking made by the ASC county offices be submitted by the ASC State offices te 
the Washington office. This was a recommendation solely for management pu'- 
poses. The Commodity Stabilization Service was aware of this recommend:- 
tion at the time the audit report of CCC was being drafted and advised GA‘) 
that they could not concur in this recommendation because of the following 
reasons : 





1. ASC county offices have been delegated the responsibility for making pe- 
riodie checks of inventories and investigating.significant differences. 

2. ASC State committees are required to report to the CSS Washington office 
those cases where there are unreasonable differences which cannot be satis- 
factorily explained. 

3. Complete inventory checks are made by ASC State and county officials 
as well as spot checks by GAO and CSS auditors. 

4. CSS officials feel that additional reporting requirements to the Washing- 
ton office would afford little, if any, additional benefits. 

5. Independent verification of inventories 

During the latter part of the fiscal year 1954 the Corporation gave considera- 
tion to the need for an independent verification of its commodity inventories 
by private examiners and consulted the GAO for advice. The Corporation was 
advised by the GAO (B-118616, June 8, 1954) that in their opinion such a veri- 
fication, aside from being too costly, would not solve the basic problem of 
making full and continuous use of the Corporation’s inventory control proce- 
dures. The GAO also stated that, in its opinion, the Corporation’s prescribed 
inventory procedures were generally satisfactory, although there were defi- 
ciencies in the manner in which they were carried out. The Corporation sub- 
sequently decided not to have independent verification of its inventories. The 
audit report refers to the above and indicates that the Corporation has taken 
action to correct weaknesses in its inventory controls and to improve existing 
control procedures, 


6. Deficiencies in the Cincinnati CSS commodity office noted by GAO and cor- 
rective action taken 


(a) Difficulties relative to opening and organizing the office—More advance 
planning might have alleviated some of the problems. However, occurrence of 
lecal problems, such as installation of equipment, recruiting, and placement 
of qualified personnel could not be fully anticipated. Representatives from the 
CSS Fiscal Division in Washington were sent to Cincinnati for an extended 
period to aid in getting the affairs of the commodity office under adequate 


control. 

(b) Failure to request timely reinspection of dairy products.—While the find- 
ings in this item are substantially accurate, the Cincinnati office was able to 
reduce the backlog of required reinspection requests and has installed controls 
which assure compliance with instructional requirements covering commodity 
reinspection requests. A new Assistant Director was appointed in February 
1955, to fill an existing vacancy. 

(c) Deficiencies in inventory records of dairy products.—Prior to the time 
of audit, a reconciliation group had been established in the Accounting Section, 
headed by the Assistant Chief of the Fiscal Division and, although all necessary 
reconciliation work had not been accomplished, much reconciliation work had 
been done prior to the closing of the accounting records on June 30. In the 
ensuing months, however, our position inventory records, reflecting the quantities 
and conditions of all commodities, have been completely and thoroughly recon- 
ciled. The general ledger accounts are daily in agreement with subsidiary 
records and the financial inventory balances with the quantitative inventory in 
the Accounting Section. Since January 1, 1955, the commodity office has in- 
stalled adequate mechanical controls, which assure compliance with CSS instruc- 
tions and providing the means for a satisfactory followup on outstanding 
requests. 

(d) Other accounting deficiencies.—Accruals for transportation and storage 
expenses: The Cincinnati office has developed a procedure which it will now 
use in establishing a more accurate transportation accrual. Since the control 
of storage accruals is directly related to the instore quantitative inventory 
accounts, the corrections with respect to such accounts have also corrected 
deficiencies with regard to storage accruals. Efforts are being continued to 
assure accurate computation and recording of these accruals. 

Concerning former errors in cost of sales, the use of IBM listings for mer- 
chandising purposes has reduced the margin of error in this connection to where 
it is ny nonexistent today. We anticipate no further difficulty in this 
regard. 

With respect to overstatement of accounts payable to vendors and others, 
investigation developed that this was due to the fact that vouchers were pre- 
sented for payment so rapidly that payment would be made before the payable 
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was established. Conversion to a cash basis on vendor and processor payments 
has eliminated these difficulties. Account 3101; Accounts Payable, Others, is 
now used to reflect a liability for any payments that cannot be made on the 
original submission of the invoice or voucher, and reflects any amounts tenta- 
tively suspended for investigation, any vouchers returned to the vendor for 
correction, or any vouchers held awaiting necessary documentation from the 
vendor or processor. No further difficulty with overstatement or understate- 
ment of liabilities is anticipated. 

The deficiencies in the inventory records have been corrected and such records 
as of June 30, 1955, were in satisfactory condition. 


7. Deficiencies in the New Orleans CSS commodity office noted by GAO and 
corrective action taken 

(a) Weaknesses in accounting.—The Tabulating Unit in the commodity office 
has been established, organizationally, as a division, additional supervisory per- 
sonnel has been recruited, and continuing reviews are made in an effort to bring 
the Division’s operations to a maximum of efficiency and usefulness. The un- 
reconciled differences recited in the audit report have been cleared, and steps 
have been taken to have detailed listings and control accounts on loans and 
inventories accurately and promptly reconciled in the future. Some improve- 
ment has been made in removing the work backlog existing at the time of the 
report and efforts are being continued to develop ways and means of keeping on 
a current basis. 

(b) Lack of proper supervision.—Through staff discussion at various organi- 
zational levels, at which overall policy questions and specific problems are re- 
solved, active efforts are under way to improve the quality and effectiveness 
of supervision throughout the commodity office. These staff discussions have 
been implemented by the inauguration of supervisory training programs and the 
extension of such training to subordinate personnel of the office. 

(c) Inadequate cotton loan procedures.—Appropriate action has been taken 
to bring and maintain cotton loan procedures into conformity with basic national 
procedures issued by the Washington office. 

(d) Loan documents not periodically verified to the accounting records.— 
A program for verifying collateral documents to the accounting records, on a 
eycle basis has been instituted to assure that there is adequate reconciliation 
and verification of loan documents with the accounting records. 

(e) Lawness in warehouse approval procedures.—We feel that, in general, 
warehouse approval procedures are adeqaute to safeguard the Corporation in the 
conduct of its commodity storage activities. In our opinion, a number of consid- 
erations warranted continued use of the warehouse cited in the audit report which 
was involved in a fire after the county committee reported that the arrangement 
of the building constituted a fire hazard. First, there existed at the time, an 
unusual dearth of storage facilities of any kind. Second, even if other storage 
could have been found, the cost of moving the commodity would have amounted 
to approximately 50 percent of its value. These two factors rendered movement 
of the commodity impractical. Third, the sprinkler system and the fire-protection 
equipment were considered by our examiner to be in good condition; and last, 
no mention was made of a hazardous condition in two inspection reports made sub- 
sequent to the report which indicated the existence of the hazard. In view of all 
the circumstances, it is difficult to conclude that any laxity existed. 

(f) Weakness in loading order procedures.—As noted in the audit report, cor- 
rective action has been taken to assure effective followup of loading orders by 
responsible employees of the commodity office. 


8. Inadequate disclosure of certain facts in the Corporation's financial report as 
of June 30,1954 

The audit report indicated an opinion that the financial report would be more 
useful and informative if certain facts had been more clearly disclosed. Recom- 
mendations included disclosure of (1) methods used in preparing estimates of 
valuation reserves, (2) the nature and size of sales not representing final dis- 
position from inventories, and (3) the policy of closing accounts promptly, which 
results in minor transactions not being recorded in the proper fiscal year. 
The Department concurred in these recommendations and with a few minor excep- 
tions subsequently concurred in by the GAO has put these recommendations into 
effect. 
9. Examination of financial statements 

The GAO report contains its customary statement in which it indicates it is 
not expressing an opinion that the accompanying financial statements present 
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fairly the financial position of the Corporation at June 30, 1954, and the results of 
its operations for the year ended on that date. The report does indicate, however,, 
that except for accounting deficiencies noted in the Cincinnati and New Orleans 
CSS commodity offices and inadequate disclosure of certain facts in the Corpora- 
tion’s financial report as of June 30, 1954, the Corporation’s accounting methods 
provided a generally satisfactory record of its financial transactions and the 
system of financial reporting was, in general, adequate for the purposes of supply- 
ing the Corporation’s management with information for conducting its affairs 
and for disclosuing the ultimate application of its funds. 


PROPOSED USE OF ADDITIONAL FUNDS REQUESTED 


Mr. Marsuau. Could you discuss the breakdown for the additional 
funds for 1957, showing positions and other expenses / 

Mr. Beacu. With respect to the agricultural adjustment program / 

Mr. Marsuatu. That is correct. 

Mr. Bracnu. Yes, sir. The total amount of the increase in personal 
services is $139,645. That involves 32 man-years, comprised of the 
program specialists, farmer fieldmen and auditors that I mentioned 
a moment ago. 

There is a $32,900 increase in travel costs and an increase in com- 
munication services in the amount of $2,155. That makes a total of 
$174,700 which is designed to increase and make more effective the 
supervision and audit of the acreage allotment and marketing quota 
program. 

Then there was an increase of $53,300 in connection with defense 
mobilization activities that was mentioned yesterday. That is com- 
prised of $49,315 of salary costs for 7 man-years of time including 
statisticians, industrial specialists, and a clerk-stenographer. The 
balance of it involves the usual objects of expenditure, a small amount 
in travel, communication services, and so forth, bringing the total 
to $53,300. 

Then, of course, there is in addition the $2,085,000 increase re- 
quested to increase the pay scales of county office personnel which was 
cliscussed yesterday. 

Mr. MarsHa.. There seems to have been some discussion concern- 
ing the efficiency of a county management system in handling ASC 
offices judging from what I saw in my district. It seems to be the 
policy of the Department to relieve county committeemen of the re- 
sponsibility of administering the ASC program. 


EXPENSES OF COUNTY COMMITTEES AND STATE OFFICES 


Would you place in the record the agricultural stabilization and 
conservation county committee expenses by bringing the tables on 
pages 1305 and 1306 of last year hearings up to date, by including 
the 1955 figures, and also, while it was not included last year, could 
you put in the comparable State office expense for those years? 

Mr. Bracu. Yes, sir; we will be glad to do so. 

(The information requested may be found in the appendix, on 
page 2093 et seq.) 


SALARIES AND DUTIES OF FARMER FIELDMEN 


Mr. Vurset. Mr. Beach, what do you mean when you say “to ade- 
quately supervise your operations in the counties by farmer field- 
men”? ; 
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Mr. Beacu. The farmer fieldman is the link between the State com- 
mittee and the State office, and the county committee and the county 
oflice. He is the means by which the decisions and administrative reg- 
ulations of the State committee and the Washington office are trans- 
mitted to the county office. 

He is the medium through which the supervision of the State com- 
mittee over the county committees is exercised. 

Mr. Vursewu. All right; suppose he goes into a county. What 
does he do? 

Mr. Breacnu. He does a number of things. He is requested and re- 
quired to inspect the operations to see whether they are being carried 
out in accordance with established procedures. He also sits down with 
the county committee and with the staff of the county office and an- 
swers any questions that have arisen in their minds with respect to 
how the program should operate. 

He also conducts tr aining meetings with the county office personnel 
and the county committeemen within his district in the State. If he 
is spread too thinly over too large a territory, he is simply not able to 
do the job adequately. That is what we mean by “inadequate super- 
vision.” 

Mr. Vurseti. What salary do your fieldmen receive? Is that salary 
about $6,000 a year ? 

Mr. Bracu. They occupy grade 9 positions. 

Mr. Vurseti. That would be about $5,400 a year ? 

Mr. Bracu. Yes, sir. 

Mr. Vursetx. Well, that is close enough. 

Then, you have working under him your local county personnel? 


FUNCTIONS AND RELATIONSHIPS OF STATE AND COUNTY COMMITTEES AND 
OFFICES 


Mr. Breacu. The county committee reports directly to the State com- 
mittee. The county office reports to the State oflice. 

Mr. Vursett. Who is the man in charge in the county ? 

Mr. Bracu. The county office manager. 

Mr. Vurse.u. He is the county office manager 

Mr. Bracu. Yes, sir; and he carries out the policies of the county 
committee. The county committee acts as the policy-governing board 
of the county office. 

Mr. Vurse.i. Do your committeemen work weekly or daily or other- 
wise ? 

Mr. Beacu. They work on a per diem basis. They are actually em- 
ployed for a limited number of days which they work each year. I 
believe Mr. Manwaring is in a better position to discuss that than I am. 

Mr. Manwartne. Mr. V ursell, we try to give them enough days to 
go ahead and carry out that policy. We have not put a definite limit 
on them, but we have a guide as to the number of days what we think 
probably will be enough to take care of it, with the right of the State 
committee to adjust the situation to suit their needs for policy deter- 
minations at the county level. Now, we have indicated that 75 days 
is enough for the country as a whole. That will be too few in some 
counties because of the workload, and it would be too many in others 
because of the workload, but they are expected to adjust that to fit the 
workload of policy determination at the county level. 
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Mr. Vursetn. The farmer committeemen are elected by the farmers ¢ 

Mr. Breacu. Yes, sir. 

Mr. VurseLu. They come into the office and they spend 75 days in 
the office on policy matters and direction; is that right ¢ 

Mr. Manwarina. Yes, sir; they spend as many days as they need to 
spend in order to make the policy determinations for that county and 
those determinations will include the determinations of allotments; 
they would include the determination of assistance to individual farm- 
ers on ACP and would include the determination of an ACP program 
for the county. All of those matters are policy determinations which 
the county committee makes, plus giving direction to the county office 
manager as to how he shall carry on his day-to-day operations. 

Mr. Vurse.u. In a normal county of 40,000 people you would prob- 
ably have 4 or 5 committeemen ? 

Mr. Manwarine. No, sir; there are three, according to law. 

Mr. Vursetu. You have three according to law ? 

Mr. Manwartine. Yes, sir. 

Mr. VursE.u. That is set by law? 

Mr. Manwarine. Yes, sir. 

Mr. Vursevt. After those policy determinations are made, then 
there are other groups of men who carry out those policies working 
in the county ¢ 

Mr. Manwarrine. Yes, sir; the county committee hires an office 
manager who manages the work in the office, and in the field, and 
he has employees in the office and employees in the field to visit bin 
sites in order to see that the commodity is properly cared for; they 
check performance on the individual farms and things of that kind 
under the direction of the office manager. 

Mr. Vursett. Do you ever have many reports of favoritism ? 

Mr. Manwartinea. Yes, sir; we have some. 

Mr. Vurseu. That is in measuring crops and acreages and so forth? 

Mr. Manwarrne. Not so much in measuring, but we do have 
occasionally a report that the checker measured the land in compliance 
when it was not, but mostly our problem is with respect to the allo- 
cation of reserve acreage in the allotment. We get some of that. We 
think it is not great, and we think they have done a tremendous job 
of distributing acreage equitably. 

Mr. Vursexu. I am inclined to believe that they are doing a pretty 
good job. 

You have a county manager, and then you have another manager 
under him; is that right ? 

Mr. Bracn. No, sir. 

Mr. Vurseuu. I did not think that was the situation, but I misunder- 
stood you at the beginning. 

Mr. Breacu. The others are employees working under him doing 
the office and the fieldwork. ; 

Mr. Vurseii. I presume that county manager is employed at a 
vrade less than a grade 9; is that right ? 

Mr. Bracu. Yes; he is away below a grade 9. The average for the 
country is at about the center of a grade 5. At the present time that 
is What is concerning us so greatly. We become the training ground 
for the people. We bring them in and train them and then they go 
somewhere else because we cannot pay them enough. ret 
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Mr. Vursett. How many employees do you have in this Department 
throughout the United States? 

Mr. Bracn. Sir, I can give you some statistics on that. The average 
county committeeman worked 36 days in fiscal year 1955, and the 
average community committee member worked 3 days out of the year. 

All other personnel in the county offices worked a total of about 
20,300 man-years. In other words, counting all of the per diem 
checkers and the office personnel, and so forth, the total was equivalent 
to 20,300 full-time people for an average of about 7 man-years of total 
time worked at seed county office. 

Mr. Vursety. You have a rather far-flung organization, do you not? 

Mr. Bracn. Yes, sir; there are about 1,870 people in the State 
offices in the 48 States, and the 3 insular offices, supervising this county 
setup. 

Mr. Vursett. Is there any hope that it will ever get less, or will it 
continue to get larger ? 

Mr. Beacu. It is considerably less now, sir, than it was several years 
ago when our workload was less than it is now. We have a workload 
in some of our States which is so great that the people are not in a 
position to take vacations, and they are working considerable overtime 
during the rush seasons. 

As a result of this we have lineups of farmers at the county offices 
because of the inability to get qualified people to handle the work. 

Mr. Vursevx. I understand that you would have a good deal of 
trouble in getting qualified people because your salary range and 
wage range is rather low. 

Mr. Bracnu. Yes, sir. 

Mr. Vursetu. I think that is all, Mr. Chairman. 


SuGAar Program 


JUSTIFICATION OF THE ESTIMATE 


Mr. Marsuatt. In connection with the sugar program at this point 
we will insert into the record pages 183 through 185, and pages 192 
through 200 of the justifications. 

(The pages referred to follow :) 


SuaGar ProGRaM 


PURPOSE STATEMENT 


The principal objectives of the sugar program, carried out under the Sugar Act 
of 1948, as amended, are to protect the welfare of domestic producers, to pro- 
vide consumers with adequate supplies of sugar at reasonable prices and to pro- 
mote our general export trade. Provisions are also made to insure that a fair 
share of the consumers’ dollars goes to domestic producers of sugarcane and sugar 
beets and to laborers working in cane and beet fields. The attainment of these 
objectives involves the determination of United States sugar requirements, the 
administration of quotas to reguate imports of sugar produced in foreign areas 
and marketing of sugar produced in domestic areas, and the making of payments 
to domestic producers of sugar beets and sugarcane. 

The continental United States produces sugar from both sugar beets and sugar- 
cane. Additional quantities of sugar are produced from sugarcane in Hawaii, 
Puerto Rico, and the Virgin Islands. The domestic sugar output, produced at 
higher cost per unit than in foreign areas, falls far short of meeting the Nation's 
requirements. To meet total needs, the United States must import substantial 
quantities of sugar from foreign areas, mainly from Cuba and the Philippines. 
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If unlimited quantities of sugar were permitted entry into the continental 
United States from Cuba, the Philippines, and other foreign countries, prices 
to domestic consumers under ordinary circumstances could be expected to be 
slightly lower. However, under the present wage standards in domestic pro- 
ducing areas, unlimited imports (unless accompanied by a substantially higher 
tariff) would place domestic producers in an extremely difficult, if not im- 
possible, competitive position, or would force drastic wage reductions in domestic 
areas. Moreover, the economy of most of the domestic cane sugar producing 
areas is dependent on sugar-producing crops for which there is no feasible 
alternative. 

Quotas.—The Sugar Act of 1948, as amended, provides the quota system to 
balance supply with demand. Under quotas, the Secretary of Agriculture, as 
authorized by the act, determines at the end of each calendar year the sugar 
requirements for the coming year. The requirements for the calendar year 
1955 were initially established in December 1954 at 8,200,000 short tons, raw 
value. On July 22, 1955, the quota level wag raised to 8,300,000 tons, and on 
October 8, 1955, to 8,400,000 tons. 

The quota provisions of Public Law 140, 82d Congress, approved September 
1, 1951, became effective January 1, 1953. Basic calendar year quotas, under 
this legislation, for the 5 domestic producing areas—domestic beet, mainland cane, 
Hawaii, Puerto Rico, and the Virgin Islands—total 4,444,000 tons, raw value, 
and for the Philippines, 977,000 tons, raw value (raw value equivalent of 952,000 
short tons, commercial weight). Quotas for other foreign countries, equal to 
the balance of requirements, are apportioned on the basis of 96 percent to Cuba 
and 4 percent to all other foreign countries. 

Production adjustment.—The act provides that if production in any area will 
be greater than the quantity necessary to fill the quota and provide a normal 
carryover inventory, restrictive proportionate shares (farm marketing allot- 
ments), shall be established. A restrictive program is designed to balance sup- 
plies within an area with the quota and normal carryover requirements. The 
total quantity of sugar which may be produced in an area is divided among 
individual growers, and as one of the conditions for payment, production must 
not exceed the proportionate share. 

Payments.—Domestie producers of sugar beets receive conditional payments 
averaging about $2.50 per ton of beets. For producers of sugarcane the payments 
within the various domestic producing areas range from about $1.05 to $1.65 
per ton of cane. The Sugar Act imposes a special tax of 50 cents per hundred- 
weight of sugar, raw value, on all manufactured sugar from sugar beets or 
sugar cane either produced in or brought into the continental United States. 

Revenue.-—From the inception of the program in the 1938 fiscal year through 
the fiscal year 1955, $1,298,858,419 of sugar excise and import taxes have been 
collected while obligations under the program have amounted to $986,210,043. 


Appropriated funds: 


SC I RS Ss ih ete denis Lececntnciccnme $59, 600, 000 
I 6 ris. Sri oe ee ce. $67, 600, 000 

(b) Sugar Act program 
Appropriation act, 1956, and base for 1957__--__.__.____-_-_-___-__ $59, 600, 000 
armies kth his eh i a ean 67, 600, 000 
ROR el att tata hat lad erik Sas tatters nasinlndisisen intl eased +8, 000, 000 
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Summary of increases and decreases, 1957 


For mandatory payments to sugar producers for the 1956 crop___. +$7, 767, 600 
Moe; SRS,  CRDOI oa ainda desi i~ciien cen. +232, 400 


Project statement 


Project 1955 | 1956 Increases or 1957 


(estimated) decreases (estimated) 





1. Payments to sugar producers: 


(a) Continental beet area_............__- $33, 250,000 | $29, 737, 000 +$826, 061 | $30, 563, 061 

(6) Continental cane area----............ 8, 060, 000 8, 316, 600 —970, 270 7, 346, 330 

(c) Offshore cane area................--- 116, 834, 881 19, 905, 800 | +7, 911, 809 27, 817, 609 

GN RUNONNS 5 ks cktccdsinkamns 58, 144, 881 57, 959,400 | ++-7, 767, 600 65, 727, 000 

2. Operating expenses___..........--- aia aides 21, 455, 119 1, 640, 600 232, 400 1, 873, 000 
Total pay act costs (Public Law 94) ._.........- (19, 414] [65, 600] {+5, 400] (71, 000} 
Total appropriation or estimate__..__...- 59, 600,000 | +8, 000, 000 67, 600, 000 






! In addition, $36,713 available from prior-year balance. 
2 In addition, $59,065 available from prior-year balance. 


INCREASES OR DECREASES 


(1) The increase of $8 million in this item is comprised of the following: 
(a) An increase of $7,767,600 for conditional payments to sugar producers on 
the 1956 crop—On the basis of present estimates of production, $65,527,891 
would be required for the 1956 sugar program plus $16,057,180 for payments on 
the 1955-56 Puerto Rico crop which were deferred until the 1957 fiscal year, and 
$826,000 for payments in the beet area deferred until fiscal year 1957, making 
total requirements for the program of $82,411,071 for the fiscal year 1957. 

The deferral of $16,883,180 in the 2 areas indicated above should cause no 
hardship. Harvesting of the 1955-56 Puerto Rico crop will not be completed 
until the first month of the fiscal year 1957. The $826,000 deferred in the beet 
area is slightly less than the estimated payment obligations on the 1955 beet 
crop to be harvested in the Imperial Valley of California. The harvest period 
for this area for such crop extends over the last quarter of the 1956 fiscal year. 
Since payments for Puerto Rico 1955-56 crop under the 1956 appropriation have 
been deferred to the maximum extent practicable, it is necessary to defer some 
payments for the 1955 crop in the beet area. 


STATUS OF PROGRAM 


Sugar requirements and quotas 


The Sugar Act provides that the Secretary of Agriculture shall determine in 
December of each year the consumer requirements for the succeeding year and 
make such revisions of the initial estimate as necessary. 

Quotas are based upon the estimated consumption requirements. The quotas 
for the calendar year 1954 which were initially established at 8 million short 
tons, raw value, and raised in March 1954 to 8,200,000 tons, were increased again 
on December 3, 1954, to 8,250,000 tons to provide quantities needed to meet 
United States consumption and year-end inventory requirements. The initial 
quotas for calendar year 1955 were established at the level of 8,200,000 short 
tons, raw value, 300,000 tons below the anticipated level of consumption, The 
allowance of 300,000 tons was made (1) to compensate for sugar constructively 
delivered within 1954 quotas for consumption in 1955; (2) to stabilize prices at 
levels that would maintain the domestic industry; and (3) to allow for a margin 
of error in the projection of anticipated consumption. The quota supply of 
8,200,000 tons remained unchanged as of June 30, 1955, but was increased to 
8,300,000 tons on July 22, 1955, and to 8,400,000 tons on October 8, 1955. 
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Sugar quotas for the calendar years 1954 and 1955 are shown in the following 


table: 
[Short tons, raw value] 


os s ¢ 

1954 quotas final 1955 quotas 

Production area eee ——! as of Oct. 8, 
j , 955 

Basic | Adjusted 1955 


Domestic beet sugar--.-..--.- is scuitinta atetinbiataeina stim Gada ecient 4 1, 800, 000 | 1, 803, 099 1, 800, 000 
Mainland cane sugar | 500, 000 500, 861 500, 000 
Hawaii ’ one i 1, 052, 000 | 1, 043, 000 1, 052, 000 
Puerto Rico salen satin tiie oe wpb’ sia ei ts ci doen enh 1, 080, 000 1, 081, 859 1, 080, 000 
Virgin Islands asain s 12, 000 10, 500 | 12, 000 
Philippines. _...--------- LL radu aceiieanemmnnnes manatee 974, 000 974, 000 | 77, 000 
Cuba. 2, 718, 720 | 2, 723, 401 | 2, 859, 840 
I a en ae 113, 280 | 113, 280 | 119, 160 





Total ; " 8,250,000 | 8,250,000} _—8, 400, 000 


Marketing allotments 

Section 205 (a) of the act requires that the quota for any area shall be allotted 
to persons who market or import sugar when necessary to insure orderly market- 
ing and to afford interested persons an equitable opportunity to market sugar 
within the quota limitations. 

In the domestic beet and mainland cane-sugar areas and Puerto Rico the level 
of available supplies on January 1, 1955, together with 1955 crop prospects, were 
such that the Secretary found that allotment of the 1955 quotas for those areas 
would be necessary to prevent disorderly marketing and to assure all persons 
who market sugar an equitable opportunity to do so. 

By June 30, 1955, allotment orders regulating the marketings within the 
quotas for the mainland cane and domestic beet-sugar areas and Puerto Rico 
were in effect. A preliminary allotment order was in effect for the mainland 
cane area. It allotted 80 percent of the area’s 1955 quota on the basis of 1954 
allotments. The allotment order for the domestic beet-sugar area was on a final 
basis while the order for Puerto Rico was subjec to revision for the purpose of 
substituting final 1954 marketings, January 1, 1955 inventory and 1954-55 crop 
production data in the basis of the allotment. The allotment orders for Puerto 
Rico and the mainland cane area were finalized in August and September 1955, 
respectively. 


Payments to producers 

Payments are made to domestic producers of sugar beets and sugarcane who 
comply with certain requirements with respect to child labor, wage rates, pro- 
portionate shares, and in the case of processor-producers, the payment of fair 
and reasonable prices for sugar beets or sugarcane purchased from other pro- 
ducers. 

Pursuant to title III of the Sugar Act of 1948, conditional payments totaling 
$67,708,719 were made to about 71,201 sugar beet and sugarcane producers in 23 
States and in Hawaii, Puerto Rico, and the Virgin Islands with respect to the 
production for the 1954 crop year. 
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Payments under the Sugar Act of 1948 and number of payees, in the domestic sugar 
producing areas, crop years 1953 and 1954! 


| 
Domestic | Mainland 
Payment and payee | beet sugar | cane sugar | Hawaii 
area area 


Puerto Virgin 
Rico 2 Islands 
j 
Payments on sugar beets or 
sugarcane: | 
ceahien ta Bilt Leos seine oe $29, 451, 787 | $8, 602,393 |$10, 155, 590 ($16, 710, 000 $170, 844 
966...... bai 31, 738, 500 | 8, 010, 000 9, 932, 469 | 16, 350, 000 
Abandonment and deficiency | 
payments: 
1953 527, 000 | 6, 000 | 
Ee ann en 1, 500, 000 | 50, 000 
Total payments: | | 
Ga bik skip saShcciainesecrn ..| 29,978,787 | 8,608,393 | 10,155,590 | 16, 710, 000 170,844 | 65, 623, 614 
ae ae | 33, 238, 500 8, 060, 000 9, 932, 469 | 16, 350, 000 127,750 | 67, 708, 719 


Payees: Number Number Number | Number Number | Number 
Saas 38, 227 7, 565 1,177 | 20, 000 | 510 67, 479 
42, 000 7, 600 1, 067 20, 100 | 434 | 71, 201 











1 Preliminary. 
2 1953-54 and 1954-55 crops. 


Excise and import taxes 

The act, through an amendment to the Internal Revenue Code, imposes a tax 
of 50 cents per hundred pounds of sugar, raw value, on all beet or eane sugar 
processed in or imported into the continental United States for direct consump- 


tion. The following table shows the taxes collected compared with obligations 
under the sugar program: 


Sugar tax collections compared with obligations under the sugar program 


Sugar tax collections 
: . Total 
Fiscal year obligations 


Excise tax 


| 
$30, 569, 130 $22, 080, 599 
65, 414, 058 | : “ 52, 460, 654 
68, 145, 358 3 | 47, 212, 400 
74, 834, 839 876, 47 47, 677, 678 
68, 229, 803 3,7 ‘ 47, 869, 513 
53, 551, 777 55, 638, 374 
68, 788, 910 3 54, 818, 026 
73, 293, 966 76, 556, 163 52, 361, 159 
56, 731, 986 59, 791, 476 48, 418, 425 
59, 151, 922 63, 907, 146 53, 343, 569 
71, 246, 834 74, 522, 726 54, 796, 514 
76, 174, 356 80, 313, 517 71, 880, 810 
71, 188, 029 75, 087, 101 59, 935, 494 
80, 191, 884 83, 660, 289 63, 684, 105 
78, 473, 191 82, 077, 127 69, 813, 289 
78, 129, 860 82, 996, 776 64, 974, 434 
73, 885, 000 80, 197, 761 59, 645, 000 
78, 512, 000 82, 501, 196 59, 600, 000 


Subtotal 1, 226, 512, 903 , 345, 516 | 1, 298, 858, 419 986, 210, 043 
1956 (estimate) 77, 000, 000 | 83, 000, 000 59, 600, 000 
1957 (estimate) 77, 500, 000 83, 500, 000 67, 600, 000 


, 345, 516 |1, 465, 358, 419 | 1, 113, 410, 043 


0 SPY 20 0-00 ye Oo wm OO Go 


~J 


Soon 














a 


1, 381, 012, 903 8 





Fair wage and price determinations 


Among conditions which producers of sugarcane and sugar beets must meet 
to be eligible for Sugar Act payments is the payment of fair and reasonable 
wage rates to persons employed on the farm in the production, cultivation, and 
harvesting of sugarcane or sugar beets, and for producers who are also proc- 
essors of sugar cane or sugar beets, the payment of fair and reasonable prices for 
Sugarcane and sugar beets purchased from other producers. The Sugar Act 
requires that determinations of fair and reasonable wages and prices shall be 
made by the Secretary after holding public hearings and after making appro- 
priate investigations. Determinations of wages and prices are issued annually 
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for the following domestic areas: Sugar beet, mainland cane (Louisiana and 
Florida), Puerto Rico, and Virgin Islands, For Hawaii a fair price determina- 
tion is issued annually but the wage determination for such area was placed on 
a continuing basis in 1954. 

Under the determinations issued during the 1955 fiscal year, wage rates con- 
tinued unchanged for the Virgin Islands and the mainland cane area. For 
Puerto Rico, the wage rate for gravity irrigators was increased 25 cents per 
8-hour day and the determination defined both gravity irrigators and field 
flooders to distinguish between the two operations. 

In the wage determination applicable to California and contiguous areas the 
job classification of “gleaning” was specified in addition to the usual harvesting 
operations of pulling, topping, and loading. For the remainder of the sugar- 
beet area, no changes were made in the wage rates. 

During the fiscal year 1955, fair price determinations were issued for all 
domestic sugar-producing areas. In areas other than Hawaii, minor changes 
were made, such as revisions in the basis for molasses payments, changes in raw 
sugar pricing periods, cane or beet transportation costs and other items. None 
of these changes materially affected the basic sharing relationships between 
producers and processors. The Hawaiian determination continued the pricing 
provisions in effect for the previous crop, except that at one plantation the proc- 
essor and producer were permitted to negotiate a price for sugarcane which 
was damaged as a result of volcanic eruptions and to agree upon certain 
charges payable by producers for services rendered by the processor. In addi- 
tion, at another plantation a new independent grower agreement was approved 
as negotiated by the processor and producers. 


Proportionate share determinations 


Proportionate shares for sugar beet and sugarcane farms must be established 
for each crop since the marketing of sugar beets or sugarcane within such shares 
constitute one of the conditions for payment. Restrictive proportionate shares 
are required in any area when the indicated production will be greater than 
the quantities needed to fill the quota and provide a normal carryover inventory 
for such area, 

Due to the levels of production for the previous crops and effective inven- 
tories of sugar, determinations were issued on August 26 and October 25, 1954, 
which continued restrictive proportionate shares on the 1955 and 1954-55 crops, 
respectively, for the mainland cane area and Puerto Rico. For each of these 
areas, the preduction objective was established at a level which it was esti- 
mated would meet quota and carryover requirements. 

Excess quota production from both the 1953 and 1954 crops in the domestic 
beat sugar area made it necessary to apply acreage restrictions on the area’s 
1955 crop (the first beet crop so affected since 1941). The national acreage 
objective established for the area was 850,000 acres which was expected to yield 
a quantity of sugar approximating the area’s quota. This action was taken 
in a determination issued November 4, 1954. In that determination respon- 
sibility was assigned to State ASO committees for the establishment of indi- 
vidual farm proportionate shares from State acreage allocations under specified 
standards and procedure. 

On July 14, 1954, a determination was issued, applicable to the 1954 and sub- 
sequent crops in the Virgin Islands, which established the proportionate share 
for each farm in the area at the actual level of production. In a determination 
issued on June 23, 1955, applicable to the 1955 and subsequent crops, propor- 
tionate shares were established for farms in Hawaii also at the actual level 
of production. However, the proportionate share for the farm of any pro- 
cessor-producer is conditioned upon the maintenance of the existing balance 
between the acreage of sugarcane cultivated by the processor-producers and the 
acreage cultivated by independent growers. 


Special studies and surveys 


Data on costs, returns, profits, and related data for producing sugar beets 
during 1951 and for processing sugar beets during the years 1948-51, were 
analyzed and the administrative report on this study was nearing completion 
at the end of the fiscal year. Fieldwork for a similar study on the production 
and processing of sugarcane in Puerto Rico during the years 1951 through 1954 
was carried out, and fieldwork for a similar study in Louisiana covering the 
years 1952 through 1954, were begun. Field studies dealing with particular 
aspects of wage problems were conducted in Louisiana in November 1954 and 
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in Puerto Rico in March 1955. Informal surveys were also made prior to publie 
hearings in each of the five domestic producing areas. 


International Sugar Agreement 


Fiscal year 1955 was the first year following the ratification of the agreement 
by the President of the United States on April 29, 1954. Many problems regard- 
ing world sugar requirements, export quotas, trade relationships and interpre- 
tation of the agreement required analysis. Three meetings of the Council were 
held during the fiscal year. The Department’s work enabled this Government 
to make a significant contribution to the work of the International Sugar Council. 


Extension of Sugar Act 


The present Sugar Act expires December 31, 1956, and the Department has 
developed information for, and participated in, the hearings held by the House 
Agriculture Committee and the Senate Committee on Finance in connection 
with the amendment and extension of the Sugar Act program. The Senate 
Committee on Finance considered the bill (H. R. 7030) on August 1, 1955, at 
which time Department officials testified in support of the legislation. The 
bill was reported to the Senate on August 1. The bill was considered on 
August 2 but final action was postponed until the second session of the 84th 
Congress. 


Program administration 


The sugar program is administered in the counties by elected county and com- 
munity committeemen and in the State by State agricultural stabilization and 
conservation committees composed of resident farmers appointed by the 
Secretary. 

Administrative expense allocations to States are based on workload data for 
the previous year adjusted to reflect any contemplated changes in program 
operations. 


Workload data 


The following tables set forth the workload data in connection with the 1955 
crop (fiscal year 1956). 


Sugar Act program (beet)—Workload data for the 1955 crop 








State Number of | Number of | Estimated 


planted 
counties farms acreage 


EE ccihicnnenwenennt bigs oobunarp ee coneenadeakimcenanmehee 4 163 1, 820 
Indiana 1 7 40 
DNL. .15d dndiaenciy sepa ceased tes eeeemehhdcbi ee cogiabiod 4 21 884 
a ian al ac ro ie aca ne ; 
Michigan 31 65, 614 
Ohio 19 19, 782 
Wisconsin 24 


Midwest area 83 | 


California 171, 742 
Colorado 124, 284 
IE CES inca w hachs «nbuGeeDbwiataveabvatibinecietewsnwree se 6, 900 
New Mexico 

Oklahoma 





Minnesota 
Te a ea 50, 680 
Nebraska : 57, 613 
North Dakota 34, 600 

17, 685 
South Dakota 5, 365 
Washington =, = 


377, 01 


ON a i a eae 807, 914 
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Sugar Act program (cane)—Workload data for the 1955 crop 


| 
Number Number | Plantation} Number Estimated Harvested 
State or area of of mill mill of | planted aan 
counties areas districts farms | acreage i 


} 
Pinrida...cxcc<ontsenctuavecutan 37, 000 
Louisiana -- 3, 850 FE I Rei ticiimew swe 
Puerto Rico 7 
Hawaii 
Vinwits THs oa Phannwa cect wanenesenan 


2 | 





1 Not available for Puerto Rico, Hawaii and the Virgin Islands. 


Mr. Marsuauy. Mr. McLain, do you have a general statement 
which you wish to make in connection with the sugar program ? 

Mr. McLarn. No, sir; I believe not. 

Mr. Beacu. It was included in Mr. Hughes’ general statement 
yesterday, Mr. Marshall. 

Mr. McLatn. However, if you have any questions, Mr. Myers is 
here from the Sugar Division, and I am sure he would be glad to 
answer them. 

Mr. MarsHatL. Do you have a general statement, Mr. Myers? 

Mr. Myers. No, sir. 

Mr. McLain. Mr. Chairman, I believe it was included in Mr. 
Hughes’ statement. 

Mr. MarsHauu. There may be some questions which will come up a 
little later, but I think we might as well get right into‘the general 
discussion here. 


EXPLANATION OF REQUESTED INCREASE IN PAYMENTS TO PRODUCERS 


I note that there is an increase of payments to the producers of 
$7,767,600. Why is that necessary ? 

Mr. Berger. Do you mean on sugar ? 

Mr. Breacu. Mr. Berger, do you want me to cover that? 

Mr. Berger. Yes; if you will. 

Mr. Bracu. It is based upon the estimated crop of sugar and the 
amount of deferrals of payments in the preceding year—the produc- 
tion from the 1955 crop is expected to reach about 4,767,000 tons, 
which includes about 1,850,000 tons from the 1955 beet crop, and 
based upon the average rate of payments during recent years, the 
payments on the 1955 crop in the fiscal year 1956 will require a total 
of $65,747,900. 

In addition there is required $9,094,680 to complete payments on 
the 1954 crop which were deferred from that year. That will make 
a grand total required for the fiscal year 1956 of $74,842,580. The 
difference between the amount required and the amount provided in 
the 1956 appropriation, which is $16,883,180, would be deferred until 
the fiscal year 1957, which is the subject of this budget, and paid from 
the 1957 appropriation. 

The estimated production from the 1956 crop, the bulk of which 
will have to be paid for in 1957, will be somewhat less than that for 
the 1955 crop and will require payments of $63,654,891 plus the 
amount necessary to make payments on the Puerto Rican 1955-56 
crop of $16,057,180 which would be deferred until the fiscal year 1957, 
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and $826,000 for payments on the 1955 beet crop also would be deferred 
until 1957. 

The difference between the requirements for the fiscal year 1957 
and the amount in the budget, which is $14,811,071, would be ap- 
plicable to Puerto Rico, but this amount will be deferred into the 
fiscal year 1958. 

The matter becomes quite complicated because of the deferrals of 
the past years’ crop payments into the succeeding fiscal year as well 
as the change in production. 


SOURCE OF FINANCING 


Mr. Marswauy. At this point we will include in the record, along 
with the other ner page 187. 


(The page referred to follows:) 
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INCREASED OPERATING EXPENSES 


Mr. Marswaru. I note that you have an increase in “Operating 
expenses” of $232,400. Would you please comment upon that request / 

Mr. Bracu. Yes, sir; the increase of $232,400 in operating expenses 
is designed to provide $186,880 for compliance checking, which is 
acreage measurement, on the 1956 proportionate shares for sugar 
beets which constitutes an added workload at the State and county 
level. 

The 1955 crop, I believe, Mr. Myers, was the first year since the 
early forties that we have proportionate shares on the sugar beet 
crop. 

Mr. Myers. That is correct. 

Mr. Bracu. This is to complete the buildup of the administrative 
expense authorization required to cover the full measurement of the 
sugar beet crop. We are tighter in our operations on this particular 
appropriation with respect to the administrative expense than we are 
on any operation in the whole organization. The costs of measuring 
have turned out to be higher than we thought they would be. 

The remainder of the increase is to permit the Sugar Section to 
bear its proportionate share of the pay increase of the county office 
personnel, and that amounts to $45,520. 

Mr. MarsHatzt. What were the production figures for the fiscal years 
1955 and 1956? 

Mr. Beacu. Page 189 of the justifications shows the sugar pro- 
gram payment data, and it also shows the actual tons of beets or 
cane processed in the various areas. 

It might be desirable to insert that particular page of the justi- 
fication into the record. 


SUGAR PROGRAM PAYMENT DATA 


Mr. Marsnwatu. At this point in the record we will insert the table 
on page 189 of the justifications. 
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(The page referred to follows :) 


Sugar program payment data—1954—56 crop years 


Increase (+) 
or de- 
1955 fiscal 1956 fiscal 1957 fiscal crease (—) 
year (1954 year (1955 year (1956 [1956 crop year 
crop year) crop year)! | crop year)! compared 
with 1955 
crop year 


Beet area: 
Actual tons produced 
Total payments 
Payment per ton- 
Mainland cane area: 
Actual tons produced 
Total payments 
Payment per ton 
Hawaii: 
Actual tons produced - . 
Total payments 
Payment per ton 
Puerto Rico: 
Actual tons produced 
Total payments 
Payment per ton 
Virgin Islands: 
Actual tons produced 
Total payments 
Payment per ton 


Total: 
Actual tons produced 
Total payments. 
Average payment per ton 


1 Estimated. 
PRODUCTION OUTLOOK 


Mr. Beacu. Mr. Chairman, Mr. Myers may have some comment on 
the mane up-to-date outlook for production which is not reflected in 
this table. 

Mr. Myers. Well, by and large, Mr. Chairman, the table is based 
upon the quota production figures provided for in the Sugar Act; 
that is, the marketing allotments. 

There was an assumption that production will just equal the quan- 
tity of the marketing quota. Production has tended to overshoot the 
quota in the case of mainland cane, and therefore our basic production 
figures have been on the high side of our estimates. 

The same thing has been true with regard to beets for the last couple 
of years. We have been holding those acreage figures down, how- 
ever. The appropriations have not kept up with the actual obligations 
from production. 

Now, in the future, of course, with the new legislation going through 
we will be increasing our domestic production and the new act will 
provide for giving domestic farmers a share of our increases in future 
consumption. That will probably amount to about 75,000 tons a year, 
and will require something in the neighborhood of $1 million a year 
increase in sugar act payments and a proportionately larger load of 
the administrative expenses. 

However, that will develop in the future. 

: Mr. Marsuatu. The growers of sugar are assured of a set price; are 
they not? 
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Mr. Myers. No; they are not assured of a set price, but we do have 
price protection under the Sugar Act. It is not working quite the 
same way as some of our other programs; that is, we do not have a 
price-supported loan program. We do have a one-half cent tariff 
and we have a quota which we attempt to adjust so as to maintain our 
domestic price normally at a premium over the world price. We try 
to maintain a rather stable domestic market. However, in some years 
our domestic price has actually been below the world level. 

Mr. Marswarz. About what percentage of parity would that be? 

Mr. Myers. It varies a little bit for beets and cane, but it is, perhaps, 
between 90 and 95 percent of parity at the present time. 

Mr. Marsuauu. Have you ever had any complaints from either the 
producers or the consumers as to the way this program is operated / 

Mr. Myers. Well, we always get complaints, Congressman Mar- 
shall. Any time we do not have complaints we feel that there is some- 
thing wrong. The growers I think by and large, however—while they 
would like more—recognize that they are getting a pretty fair price. 
The consumer and certainly the housewife have never given any com- 
plaint. We have had nothing but congratulations from the housewife. 
The big industrial users would, of course, like cheaper sugar, but 
I do not know that there is any element of their cost that they would 
not like to have reduced. 

Mr. Marsnau. This is a good instance where the farmer is willing 
to protect his price by making the necessary adjustments to meet the 
prevailing conditions. 

Mr. Myers. Well, certainly, the farmers went through the era 
when we had just the tariff program and no protection and no restric- 
tion on production back in the late 1920’s and early 1930’s. Our 
sugar industry suffered quite a bit in that era. Following the period 
of 1920, there was a long decline ending up with 14-cent world sugar, 
and it finally reached a point where they said “this is useless, and we 
might as well adopt a different type program.” 

Mr. Marsuati. Approximately how much is the American sugar 
price over the world price? 

Mr. Myers. The duty-paid price in New York is $6.05 per hundred 
for raw sugar. ‘The world price yesterday was $3.39 or, say, $3.40 
for the sake of simple figures. If you allow 50 cents difference there 
for the cost of transportation, vou get the differential. In other words, 
vou would take $6.05 less $3.40, which would be $2.65, and take from 
that amount the $0.50, which would make it $2.15. 

Mr. Burcrer. You add the 50 cents to the $3.40; do you not ? 

Mr. McLarty. I believe he added it in his initial computation. 

Mr. Myers. You would have the figure of $2.15 of which 50 cents 
would be our tariff, and $1.65 would be our present quota premium 
because of our restrictions on imports. 

Mr. Marsnaut. What have been the total commissions and pay- 
ments since the start of this program ? 

Mr. Myers. I think we have the figures here, Mr. Marshall. 

Mr. Bracn. The total revenue since the beginning of the program 
through fiscal year 1955 was $1,298,858,419, on sugar excises or im- 
port taxes and obligations amounted to $986,210,043 during the same 
period. 
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Tue Nationa Woot Act 
JUSTIFICATION OF THE ESTIMATE 


Mr. Marsnauy. The next item that we will take up is the National 
Wool Act. We will place in the record at this point pages 203 through 
204 of the justifications. 


(ec) NATIONAL Woon Act 
Appropriation, 1956 
Budget estimate, 1957 
Increase (reimbursement to CCC for estimated costs to be incurred 
in the fiscal year 1956) ____- +25, 203, 044 


Project statement 


Sal 1957 
> ‘ C -rease - 
Project 1955 | nm | Increase (estimated) 


Reimbursement to Commodity Credit Corporation for 
expenditures under National Wool Act vepran 
tion or estimate) $187, 684 |+$25, 203, 044 $25, 390, 728 


INCREASE 


Program costs under the National Wool Act of $187,684 in fiscal year 1955 
were limited to the incidental costs of planning, formulating, and establishing 
regulations, procedures, and other administrative mechanisms necessary for the 
conduct of the program authorized by the act. 

In the fiscal year 1956 it is anticipated that program operations will develop 
to the maximum volume contemplated by the act and will result in average in- 
centive payments of 19.1 cents per pound on 293 million pounds of wool. The 
support price for shorn wool is 62 cents per pound, representing 106 percent of 
parity. The estimated average payment of 20 cents on shorn wool is the differ- 
ence between the support price and the average price of 42 cents per pound esti- 
mated to be received by farmers during the fiscal year 1956. An incentive payment 
of 20 cents per pound on 228 million pounds of shorn wool ($45,600,000) plus the 
average incentive payment of 16 cents per pound on 65 million pounds of wool 
($10,400,000) from 13 million hundredweight of eligible lambs and yearlings ex- 
pected to be marketed during the fiscal year, results in total incentive payments 
of $56 million. Wool on lambs and yearlings is supported on a basis comparable 
to that for shorn wool. Administrative and interest costs are expected to bring 
the total costs of the wool program for the year to $58,088,069. Of this amount, 
the basic statute appropriates only $25,390,728 (70 percent of $36,272,468 in spe- 
cific duties estimated to be collected in the calendar year 1955) to reimburse the 
Commodity Credit Corporation. 
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The following table shows, by major activity, Commodity Credit Corporation's 
costs for fiscal years 1955, 1956, and 1957, estimated reimbursements during the 
year, and unrecovered balances at the close of each year. 



















Fiscal year Fiscal year 


1956 


Fiscal year 
1957 











a OE a CID ino anos een SS oT. oi een oSSne eee | 293, 000,000} 293, 000, 000 

Incentive payments (cents per pound)-----..-.----------- ae 7 a 19.1 | 19.1 

i leeaeeitee ceed i eleeetiedecaiaaaaaeal = 

ei 2 oo Shrek tink bpedhncs Maigheeeseinies |___....._.....| $56,000,000 | — $56, 000, 000 
ED HNO. g cniiec cesie ca cagiecnsecetcctassacasews $187, 432 1, 738, 564 1, 791, 900 

I ors atria chdmbbivnccnaeainetin ath bnigglndn malin 252 299, 505 1, 407, 7 

hae hia newhiedieoandapse~nkpheheiivesiaccceess 187, 684 58, 038, 069 59, 199, 671 


SIRDORO VANES CHE, TRIO FOUN. © ons nsw nkeceidks nce n we cnsnfescasnciieobeen 187, 684 58, 038, 069 







































Total cumulative unrecovered costs._----- 187, 684 58, 225, 753 117, 237, 740 
Appropriation (limited to 70 percent of duties ‘collected on 
wool during preceding calendar year) - ------ dpcuVALdwké dawck Weccbneceseten 187, 684 25, 390, 728 











Unrecovered balance, end of year. ..-....-..-..----.---------- 58, 038, 069 91, 847, 012 











The unrecovered balance will remain on the books of the Corporation as a 
receivable until subsequent appropriations become available. At-the current 
rate of duties collected it is anticipated that full reimbursement for costs during 
the fiscal year 1956 will not be effected until appropriations for the fiscal year 
1959 become available. 


STATUS OF PROGRAM 





Commodity Credit Corporation’s operations in fiscal year 1955 under the 
National Wool Act were confined to the development and establishment of the 
regulations and procedural devices necessary for the conduct of the incentive 
payment program. 

Operations in fiscal year 1956 are geared to accomplish incentive payments to 
producers as promptly as possible after a determination of the national average 
prices received by producers for the marketing year ending March 31, 1956, 
has been made. These operations are carried on through all ASC State and 
insular offices and in approximately 3,000 counties. The announced support 
price of 62 cents for wool in the marketing year ending March 31, 1956, is 
expected to result in incentive payments to producers of approximately 19.1 
cents per pound on 293 million pounds. 

In August 1955, in a referendum called by the Secretary of Agriculture as 
provided in section 708 of the National Wool Act, considerably more than the 
required two-thirds of producers expressed approval of an agreement previously 
entered into by the Secretary with the American Sheep Producers Council, Inc., 
for the conduct of an extensive advertising, sales promotion and market de- 
velopment program for wool, mohair, sheep, goats or the products thereof. The 
expense of this program will be financed from deductions from the incentive 
payments due producers in each marketing year. The program is designed to 
improve and expand the market for the industry’s products and ultimately to 
reduce the extent of Government price assistance required. 


REVIEW OF WOOL PROGRAM 





Mr. Marsnatv. I think that we would like to have an explanation 
as to just how the wool program works at this point. There seems to 
be some confusion about that. 

Mr. Ricnarps., Mr. Chairman, the basis of the program is that the 
act requires that pr ice supports can be no higher than 110 percent or 
parity. The difference between the market price and the support level 
of 62 cents per pound, is paid to the producer in the form of a direct 
payment at the end of the marketing year. His payments for the 
1955 wool will be made, or are now being made, in May and June. The 
difference is a percentage difference rather than an actual dollars and 
cents difference. 
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With regard to the farmer’s payment and how it is computed, let us 
say that the average price for the 1955 clip was 42 cents a pound and 
the difference between that and 62 cents is 20 cents, then the 20 cents 
would be just a little bit less than 50 percent of the actual support 
level so that the producer would then have approximately 50 percent, 
or whatever it figured out to be, and that would be paid to the farmer. 
If his total dollar return for wool was, we will say, $1,000 and the 
papers that he presented showed that is what he got for the wool, 
then this percentage, which would be the same for every farmer, 
would be applied to his return from wool and that would be the pay- 
ment. In that case it would be approximately $500, if his net return 
from wool was $1,000. 

Mr. MarsHauu. This program is a bit unique because if a person 
was fortunate enough to make a good sale for his wool he could get a 
return considerably above parity. 

Mr. Ricwarps. I will say this, the wool producers wanted this per- 
centage adjustment. .They felt that the people who took care of the 
wool—and there is a lot of that in the price picture—and did not get 
a lot of dirt in the fleeces and handled them better, should have a 
reward. It was at their urgent request that the percentage method 
was used. 

I would say this to you very frankly, the way it has worked out in 
past years is not to their liking because the price of wool started out 
at around 50 cents, the United States average, and by the end of the 
year it dropped to 39 or 40, so actually, regardless of quality, the man 
who sold his wool early got a higher payment than the man who sold 
his wool late. There might be a difference next year. There is noth- 
ing to prevent a man from waiting. He can still hold his wool over 
and sell the following year. We do not have any time limit on how 
long he will be eligible for the payment. 

Mr. MarsuHatu. It is your feeling that when the provision was made 
that the person would sell the wool to his best advantage it would mean 
that he would take better care of his wool ? 

Mr. Ricwarps. Yes. He would have every incentive to do the best 
job of marketing that he could. 

Mr, MarsuHauy. But the results of this past year have shown that 
he cannot protect himself entirely from the price fluctuations. 

Mr. Ricuarps. The way it operated this year, the man who sold his 
wool early got the highest payment. 

Mr. Marsuatu. We note that you have an increase of $187,684 in 
1956 to show an increase of $25,390,728 in 1957. This shows a total 
increase of $25,203,044. 

Mr. Bracu. The expense in the fiscal year 1954, which was reim- 
bursed in the subsequent fiscal year, was only the administrative 
expense involved in getting the program started. No payments are 
being made until the fiscal year 1956. The latter figure reflects the 
payments, whereas the first figure reflects only part of the operating 
expense side of the picture. 

Mr. Marsuauu. I am not sure that I quite understand what you 
mean when you say “administrative expense involved.” 

Mr. Bracu. The first authorization for reimbursement covered only 
the cost of getting the program started, and that was before any pay- 
ments to producers had actually been made. The estimate for 1957 
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contemplates covering both the operating expenses of the program as 
well as payments that will be made to the producers during that year, 
up to the limits specified in the law. 

The reimbursement to CCC of $25,390,728 includes operating ex- 
penses of $1,738,564 and interest expense of $299,505, in addition to 
the actual amount of payment made to producers during the fiscal 

year 1956. The law limits the amount of reimbursement that CCC 
may receive in any one year to 70 percent of custom receipts on wool 
in the preceding calendar year. 


Commopity CREDIT CORPORATION 
RESTORATION OF CAPITAL IMPAIRMENT 


Program and financing 


megemeccener ahh inter —et 


1955 actual | 192 56 estimate | 1957 estimate 





o————| ene 


| 
PROGRAM | | | 


Regular operations: 
Price support program (CCC nonrecourse loan, purchase, | | 
and payment programs): | | 
Direct loans made : -| $466, 600,092) $502, 694, 535) $298, 792, 500 
Loans made by lending agencies (guaranteed by Com- 


modity C redit CAEIRRE OED < nda a iciichmcnents even) Ap Wyte 218) 2, 270, 000, 000) 1, 385, 000, 000 
Total loans on commodities_____..._._._.....-.--- | 2, 357, 353, 310 2 772, 694, 535| 1, 683, 792, 500 
Purchases of commodities and other costs 1, 397, 552,027) 1, 303, 280, 853) 1, 121, 791, 452 
National Wool Act, incentive payments and ‘other | | Bs ©, 
costs___ duties idimia cs ‘ail 187, 684 58, 038, 069 59, 199, 671 
School milk program... J 22, 229, 557 50, 000, 000) 
Other obligations__- Pe Serer es Spanien 5, 044, 527) 2, 163, 500) 1, 182, 000 





Total price support program.--_-_.............--.----]| 3, 782, 367, 105| 4, 186, 176, 957) 2, 865, 965, 623 
Supply and foreign purchase program. ----------....------| 17, 110, 843} 25, 606, 157| 10, 850, 930 
Storage facilities program: 

Loans on storage facilities and equipment: | 
Direct loans made- 15, 916, 482 14, 250, 000 13, 250, 000 
Loans made by lending agenci es (guaranteed | | 
by Commodity Credit Corporation) --_--..-_- 3, 913, 886 3, 500, 000 3, 250, 000 





Total loans, storage facilities and equipment------| 19, 830, 368 17, 750, 000 16, 500, | 000 
Purchase of storage facilities and — nt, and other 
dated do etmne heii btehteditclln aie | 26, 389, 758 _ 31, 858, 548) 33, 390, 000 
Total storage facilities program....................._--_-| , 220, 126 49, 609, 548 49, 890, 000 
Subsidy program (liquidation) --. paiiibes 
Expenses: 
Administrative: | | 
Subject to limitation , 440, 515 30, 264, 000 31, 000, 000 
Reimbursable_- Paths Sgkinuckdaatgocce , 752, 966 5, 764, 848) 5, 914, 172 
Nonadministrative and other. igs aad heii ahi miagaedats , 306, 256) 11, 479, 463 10, 993, 503 
Interest—Treasury ---- oe ee ibianaeaeaoe 9,787,951; 165, 000, 000) 250, 000, 000 


Re I SION ions iccnancecdudcdscssecnnendel Me , 170, 573| 4, 473, 900, 973) 3,224, 614, 228 








Special activities: | 
Loan to Secretary of Agriculture for agricultural con- | 
servation purposes. ; ae 3, 450, 000) 43, 450, 000) 43, 450, 000 
Eradication of foot-and-mouth disease ____- , 301, 215 2, 005, 387 49, 190 
Eradication of brucellosis in cattle ___- iii , 405, 994) 15, 276, 933) 375, 000 
Cotton classing and tobacco grading- -- 434, om 256, 981) 432, 098 
Transfer of hay and pasture seed to Federal land ad- | | 
ministering ‘agencies - ka Ree a sith 149, 659| 35, 019 
International Wheat Agreement costs____- | 105, 542, 767) 85, 678, 533) 
Commodity grants for emergency assistance to Pak- 
istan and other friendly peoples. -_- 4,! 
Agricultural Trade Dev elopment and Assistance Act: | 
Title I—Sales for foreign currencies 246, 485,054; 685, 743, 911 536, 031, 163 
Title 1I—Commodity grants for emergency assist- 
ance to friendly peoples._............-.-- 86, 896,464) 107,335,033) 103, 255, 413 


Total special activities 501, 174, 312 939, 781, 797 ~ 685, 698, 739 








Total program aa iea 4 445, 344, 885. ‘5, 413, 682, 770) 3, 910, 312, 967 





See footnotes at end of table. 
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Program and financing—Continued 





FINANCING 


Amounts becoming available: 
New authorizations: 

Appropriation for restoration of capital impairment- - 

To borrow from Treasury ; 


Receipts from operations: 


Regular: 
Price support program (CCC nonrecourse loan, 
purchase, and payment programs): 
Repayments of loans: 


1955 actual 


st, 500, 000, 000 


361, 937, 562 


' Remesiniaian 
| 1956 estimate 
| ankeniauens 


| $1, 634, 659 
| 2, 000, 000, 000 
ae : 
| 
| 


1957 estimate 


$929, 287, 178 


515, 311, 712 


To Commodity Credit Corporation-----__| 
To lending agencies 


445, 387, 544 


111, 488, 318 132, 000, 000 120, 000, 000 


577, 387, 544 635, 311, 712 
1, 603, 086, 684/ 1, 692, 391, 000 
187, 684 25, 390, 728 

199, 340,004; 193, 460, 000 
5, 877, 500 761, 500 


473, 425, 880 

1, 268, 856, 731 | 
288, 344, 634) 
6, 976, 960| 


Total repayments of loans 
Sales of commodities !__________- 
National Wool Act reimbursement 
Recovery of prior year obligations 


2, 385, 879, 416) 2, 547, 314, 940 
30, 159, 208 20, 566, 508 


2, 037, 604, 205) 
59, 065, 028) 


Total price support program 
Supply and foreign purchase program. .----_-_--- 








Storage facilities program: | 
Repayments of loans: | 
To Commodity Credit Corporation 
To lending agencies 


8, 486, 007) 
2, 209, 186) 


10, 695, 193 
106, 119 


15, 000, 000 
3, 550, 000 


13, 376, 308} 
3, 240, 000) 


16, 616, 308) 18, 550, 000 


Other__- essen: ; 


16, 622, 673} 
— 25, 000, 000} 


10, 801, 312| 
—49, 574, 935 


17,101,613} 33,024,848) 52, 959, 172 
2, 440, 686, 145| 2, 621, 890, 620 


18, 550, 000 
—17, 500, 000 


Total storage facilities program - _- 
Commodity export program ?_.---. a ania ditions 
Interest income, administrative expense reimburse- 

ments and other 








Total regular operations 


2, 074, 997, 223 





Special Activities: 
Repayment of loan to Secretary of Agriculture for conser- 
vation purposes 
Reimbursements for prior years’ costs: 
Eradication of foot-and-mouth disease 
Eradication of brucellosis in eattle_-_..---..------ 
Cotton classing and tobacco grading - 
Transfer of hay and pasture seed to lan 
agencies 
International Wheat Agreement: 
From appropriated funds___- 
Recovery of prior year obligations 
Commodity grants for emergency assistance to 
friendly peoples: 
Pakistan: Wheat 
Public Law 216 (83d Cong.) -- 
Public Law 480 (83d Cong.), t ania a 
Sales for foreign currencies, Public Law 480 | 
Cong.), title I: 
rom appropriated funds_ _-_- 
By sale of foreign currencies for 
Emergency feed program: 
From appropriated funds 
By sales of commodities _- 


Total special activities. _.............-....-- 


62, 143,881} 32,450,000} 18, 450, 000 
1, 269, 330 
11, 791, 624 
367, 740 


| 

5, 788, 897| 
841, 303 
75, 000 


134, 678 


101, 130, 155 
7, 750, 000 


4, , 


gS 
es 88, 628, 927 


=. whee 67, 477, 228 
10,000,000} 25, 000, 000 
maewebis 41, 915, 799] 
257, 897 eet CB Scte Sac 








62, 843, 433| 


3, 637, 840, 656 


227, 309, 694) 322, 049, 682 
4, 669, 630, 498, 3, 873, 227, 480 


Total amounts becoming available 








Balance brought forward: 
Authorization to borrow from Treasury -. : 
Deduct obligations outstanding, less current assets - 





| 
4, 320, 000, 000! 2, 392,000, 000) 2, 368, 000, 000 
2, 377, 494, 773} 1, 256, 999, 002) 1, 977, 051, 274 
| 1, 942, 505, 227) 1, 135, 000, 998 390, 948, 726 


Total balance brought forward-- 


Total available | 
Balance carried forward | —1,135,000,998} —390, 948, 726 —353, 863, 239 


Financing required . ............--.----- | 4, 445, 344, 885) 5, 413, 682, 770) 3, 910, 312, 967 


' Sales under the price-support program include sales of agricultural commodities under barter contracts 
and sales of strategic materials and other commodities acquired under such barter contracts in lieu of cash 
payments. In addition, included in sales are (1) sales to processors under contracts providing that the 
Corporation will repurchase the commodities in another form, (2) sales of cottonseed products to crushers 
which were made simultaneously with the purchase of such products and without physical delivery to or 
by the Corporation, and (3) sales of wheat which are required to be offset by purchase of wheat for the pur- 
pose of rotating or reconcentrating stocks. 

* Minus figures result from adjustment to sales to eliminate the market value of agricultural commodities 
transferred from the price-support program. 





~ 
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Price support program (Commodity Credit Corporation non- 


recourse loan, purchase, and payment programs): 
Income: 
Sales of commodities ! 
Non fund transactions: 
Strategic materials 
Recovery of prior year costs- school milk program __ 
Other program income. 


Barter and ‘exchange | for 


Total income..........-..- 


Expenses: 
Cost of sales 1____ 
School milk progr 4m_ 
Donations of commodities ___- 
Increase or decrease (—) in allowances for losses on 
loans, inventories and purchase contracts___.__.__-- 
Other program costs-_.........-------- 


Total expenses 
Net loss (—) price support program 


Supply and foreign purchase program: 
Sales of commodities and other income 
Cost of sales and other expenses 


Net income, supply and foreign purchase program - 
Storage facilities program: 2 Net loss (—) 


Commodity export program: 
eee 
Cost of sales (transferred from price support program) 


Net loss (—), commodity export program 
Subsidy program (liquidation): 
Prior year adjustments (—) 


Emergency feed program (liquidation): 
Sales of commodities 


Adjustment for interprogram sales: 4 
Sales of commodities 
Cost of sales 


Net income or loss (— 


Other income and expenses: 
Income: Interest and other income- 


Expenses: 
Administrative: 
Subject to limitation 
Reimbursable. 
Nonadministrative and other 
Interest expense—Treasury - 
Increase or decrease (—) in allowance for losses on accounts 
and notes receivable 


PE tao. nibek bone ces cbicdcs lh iigencuinie 


Net Loss (—), other income and expenses. ____.._-___- 


Net loss (—), all operations 5 


See footnotes at end of table. 





1955 actual 
| 


| 

$1, 268, 856, 731) 
70, 972, 153| 

1, 424, 332 


1, 341, 253, 216 


1956 estimate 


$1, 603, 086, 684 


200, 000, 000 
5, 000, 000 
27, 500 


1, 808, 114, 184) 1, 992, 


Condensed statement of income and expense and a fenneiat condition 


1957 estimate 


$1, 692. 391, 000 


| 300, 


000, 000 
11, 500 


402, 500 








1 
1, 696, 458, 921) 


22, 229, 557 
418, 144, 141 


1, 386, 048, 121 
3, 482, 061 


2, 299, 901, 440) 2 
50, 000, 000} 


272, 620, 928 


— 278, 040, 564 
2, 668, 500 


74, 015, 902 


35, 806, 034 


7, 388, 761 
x 262, 0 000 





3, 526, 362, 801 


—2,185,109,585) 
—— = | 


2, 347, 150, 304 


—539, 036, 120 








59, 065, 028 

58, 224, 046 
840, 982! 
—120, 875) 


109, 178, 656 
158, 753, 591 


—49, 574, 935) 
— 184, 811| 


1, 522, 023 
2, 104, 985) 


— 582, 962) 


30, 159, 208 


105, 000, 000 


20, 566, 508 

20, 540, 330 

26, 178 

| —400, 000 


75, 000, 000 
92, 500, 000 


| 17, 500, 000 








—160, 017, 717| 
— 160, 017, 717) 





—105, 000, 000 





—92, 500, 000 
—92, 500, 000 








17, aes dren 


33, 024, 848 


| 


52, 959, 172 








| 
| 
| 
| 


24, 440, 515) 


4, 752, 966| 
9, 306, 256| 
59, 787, 951| 


—1, 459, 340} 


96, 828, 348] 213, 063, 728| 


30, 264, 000 
5, 764, 848 
11, 479, 463 
165, 000, 000 


| 
555, 417) 


31, 000, 000 
5, 914, 172 
10, 993, 503 
250, 000, 000 


635, 000 


298, 542, 675 








—79, 726, 735 


— 180, 038, 880) 


— 245, 583, 503 








—2,314,458,921 


—744, 500, 000 | 


| —965, 750, 000 
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Condensed statement of income and expense and financial condition—Continued 


Analysis of deficit (—): 
Balance at beginning of year 
Net loss (—) for the year i 
Appropriation for restoration of capital impairment 
Recovery of emergency feed program costs 


Balance at end of year 


Assets: 
Current: 
Cash: 

With Treasury and banks: 
Revolving fund 
Working fund advances to other agen- 

aE ds chee aR hdbennciadeeeans 
In transit 


Total cash 


Inventories (at cost) . 
Less allowance for losses. - .-------- ccudnlonal 


NG iE, ah nnncmiannsen 
Accounts receivable—recoverable from subse- 
quent appropriations 


Other current assets 
Less allowances for losses 


Net other current assets 


Loans receivable: 
Held by Commodity Credit Corporation. - --- : 
Held by lending agencies (guaranteed by Com- 
modity Credit Corporation) (see contra) 


Total loans receivable - ------------- ie 
Less allowance for losses. . ..-.--------------- 


Net loans receivable - - -- 
Land, structures, and equipment (net)... 


Total assets__- 


Liabilities: 
Current: 


Obligation to pacenae loans held by le nas 


agencies ae .. y 


sd dd cane ceeutskedeawaee 


Investment of U. 8S. Government: 
Capital stock 
Borrowings from Treasury -- 
Deficit (—) 


Total investment of U. S. Government 


_..|—3, 406, 765, 340 


| 
1955 actual | 


| 
| 


|—$1,092,306,419 


|-3, 406, 765, 340 


9, 605, 656 


13, 035, 758 | 
9, 240, 643 | 


31, $82, 057 | 


1956 estimate 


|—$3 406,765,340 
-|—2, 314, 458, 921 | 


—744, 500, 000 


1957 estimate 


—#, 107, 714, 882 


1, 634, 659 | 


41, 915, 799 


— 107, 714, 882 


11, 387 
9, 000, 000 


30, 738, 726 


10, 351, 406 | 
, 320 | 


—965, 
929, 


, 144, 


2, 


9 


12, 5 





| 4, 989,038, 101 | 
2, 079, 348, 002 


| 
2, 909, 690, 099 | 


280, 404, 282 
1, 890, 702 | 


| 472, 023, 539 | 


227, 513, 580 


1, 158, 196, 296 | 


6, 108, 658, 512 
1, 938, 681, 571 


1, 326, 599, 027 


177, 0, 000 


272, 921, 284 


4, 169, 976, 941 | 


"188, 885, 000 | 


be 


bP 


986, 634, 282 | _1, 695, 600, 000 


6, 478, 
2, 025, 


4 


4, "452, 
L 726, 


295, 
12, 


=, 


113, ! 


1, 090, 


750, 000 
287,178 


177, 704 


680, 039 
908, 200 


, 000, 000 


88, 239 


008, 670 
198, 546 


810, 1 24 
807, 027 


550, 000 
060, 000 


490, 000 


502, 0: 


865, 





2, 144, 830, ‘578 
292, 689, 000 


1, 968, 521, 284 


| 
| 
| 


206, 335, 986 | 


1, 204, 
102, 


367, 
430, 2 





1, 852, 141, 578 
145, 931, 491 


1, 762, 185, 298 | 
164, 130, 126 


| 
| 
| 


1, 
181, 





5, 630.1 182, 344 


7, 631, 090, 118 


e 750, 





101, 


936, 7 
900, 1: 


532, > 





| 





986, 634, 282 
351, 313, 402 


| 1,337, 947, 684 


1, 695, 600, 000 
311, 205, 000 


2, 006, 805, 000 | 


1, 090, 


604, 


/~- 695, 


865, 000 
. 845, 000 


d 710, 000 








100, 000, 000 
7, 608, 000, 000 


100, 000, 000 
\—4, 107, 714, 882 


9, 632, 000, 000 | 


| 


100, 


10, 108, 
—4, 144, 








| 4, 301, 234, 660 | 


5, 624, 285, 118 | 





6, 063, 


000, 000 
000, 000 
177, 704 704 


822 , 206 


! Sales under the price support program include sales of agricultural commodities under barter contracts 


and sales of strategic materials and other commodities acquired under such barter contracts in lieu of cash 
payments. In addition, included in sales are (1) sales to processors under contracts providing that the 
Corporation will repurchase the commodities in another form, (2) sales of cottonseed products to crushers 
which were made simultaneously with the purchase of such products and without physical delivery to or 
by the Corporation, and (3) sales of wheat which are required to be offset by purchase of wheat for the 
purpose of rotating or reconcentrating stocks. 
? Operation and maintenance costs applicable to owned storage structures are reffected as carrying charges 

on the commodities stored. 

3 Publie Law 40 (84th Cong.) provides for reimbursement as of July 1, 1955, of current and prior year losses 
under this program. 

* Adjustment to eliminate the market value of agricultural commodities transferred from the price support 
program to the commodity export program and emergency feed program. 

' Amounts recovered or to be recovered from appropriations for special activities authorized by the 
Congress are not reflected as losses. 





Budget authorizations and nnnat pis, expenditures and balances 


| 
1955 actual | 1956 estimate 1957 estimate 


BUDGET AUTHORIZATIONS AND RECEIPTS AVAILABLE 
New authorizations: 
Appropriation for restoration of capital impairment $1, 634, 659 $929, 287, 
To borrow from Treasury -- ; . ; $1, 500, 000, , 000 | 2, 000, 000, 000 | 


Total new authorizations - - -- : . EP i, 500, 000, 000 | 2 ,001, 634, 6: 59 | 929, 287, 17 


Receipts from operations: | 
Regular: 

Price support program: 

Repayment of loans to CCC , , 361, 937, 562 445, 387, 544 | 515, 311, 712 

Issuance of certificates of interest-.--- - ; 1, 169, 456, 000 | 800, 000, 000 | 800, 000, 000 

Sales of commodities_- ‘ 1, 268, 856, 731 | 1, 603. 086, 684 | 1, 692, 391, 000 

National Wool Act reimbursement -.-- 187, 684 | 25, 390, 728 

Other-._- . sel Ne Case areas iy ldo ar 6, 976, 960 5, 87, 500 | eds 761, 500 

Total price-support program ; | 2,807, 227,253 2, 854, 539, 412 | 3,033, 854, 940 

Supply and foreign purchase program --- -- 59, 065, 028 _ 30, 158, 208 | 20, 566, 508 





Storage facilities program: y 
Repayments of loans to Commodity Credit 
Corporation ; 4 8, 486, 007 | 13, 376, 308 | 15, 000, 000 
Other... <-. . ‘ 106, 119 | 6, 365 
Total storage facilities program -_ _------_-_- ' 8, 592, 126 _% 382, 673 | 15, 000, 000 
Commodity export program ‘e 574, 935 | 25, 000, 000 —17, 500, 000 
Decrease in selected working capita) other than 
cash___- .| 60, 410, 880 | 186, 975, 000 
Interest income, “administrative expense reim- | 
bursements, and other -- 17, 101, 613 _ 33, 024, 848 52, ¢ 959, 172 


Total regular operations auisie aiateuepinin 2, 842, 41, 085 | 2, 966, 517, 021 3. 3, 201, 888, 620 





Special activities: 
Repayment of loan to Secretary of Agriculture; FF 
for conservation purposes - : | 62, 143, 881 32, 450, 000 18, 450, 000 
Reimbursements for prior years’ cost: q 
Eradication of foot-and-mouth disease____.--|__.___________-. 5, 788, 897 | 1, 269, 330 
Eradication of brucellosis in cattle See Recut antes 841, 303 11, 791, 624 
Cotton classing and tobacco grading -- -- - - -- , 6 75, 367, 740 
Transfer of hay and pasture seed to land- | | 
administering agencies pli alan . 184, 678 
International Wheat Agreement iat dbase A atte 57, 378, 551 | 101, 130, 155 
Commodity grants for emergency assistance 
to friendly peoples: 
Pakistan: Wheat. roa si 69, 322, 990 
Public Law 216 (838d C ong.) - Seen hate an 9, 537, 154 
Public Law 480 (83d Cong.) I a 88, 628, 927 
Sales for foreign currencies, Public Law 480 
(83d Cong.), title I: 
From appropriated Se inoe 6 weitckr uns 67, 477, 228 
By sales of foreign currencies for dollars - aight tacietcebiacsl ' 25, 000, 000 
Emergency feed program: | 
From appropriated funds. ----_--- seaaueeocue ne 
By sales of commodities__.........-..--- 257, 897 


Total special activities--..---- i iisinlataioeds ” 62, 843, 433 _227, 309, 694 | _ 314, 208, 682 
Total receipts from operations 2, 905, 254, 518. 3 193, 826, 715 | 3, 606, 155, 302 

Balance brought forward: 
Unobligated (authorization to borrow from Treas- | 
J | 1,942, 505, 227 1, 135, 000, 998 390, 948, 726 

Obligated: 

Cash 16, 940, 786 31, 882, 057 | 30, 738, 726 
Authorization to borrow from. Treasury deicisis ache 577, OA, 773 A 256, 999, 002 | dee 97, 051, 274 


Total budget authorizations and receipts fo ew ae aoe Ae? Cae en a te 
available. .__--_-_- —— | 8, 742,195,304 | 7, 691, 343, 431 | 6, 5, 934, 181, 206 


EXPENDITURES AND BALANCES 


Gross budget expenditures: 
Regular operations: 
Price support program: 

Direct loans made... ana 466, 600, 092 
Loans purchased from lending agencies___-.| 2, 561,640,374 | 1, 691, 233, 296 
Redemption of certificates of interest.....---| 1, 409, 596, 190 538, 010, 000 
Purchases of commodities and other costs.__| 1, 218, 473,793 | 1, 101, 650, 853 | 
National Wool Act, incentive payment and | | 

other costs ee, 187, 684 | 
School milk program_--.- , ‘ aoeae 22, 229, 557 | 
Other-.._- ‘ ‘ (iattinthimn saison dawn 2, 390, 123 


} 
| 
| 
| 


1, 869, 360, 000 
800, 000, 000 


502, 694, 535 | 208, 792, 500 
| 
939, 876, 452 


58, 038, 069 59, 199, 671 
50, 000, 000 | ---- 
1, 518, 500 | /. 182, 000 


Total price support program “6, 681, 117, 813 | 3,943, 145,253 | 3, 968, 410, 623 
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Budget authorizations and receipts, expenditures and balances—Continued 


1955 actual 1956 estimate 1957 estimate 


EXPENDITURES AND BALANCES—COn. 


Gross budget expenditures—Con. 
Regular operations—Con. 
Supply and foreign purchase program--_-- ‘ $17, 110, 843 $25, 606, 157 850, 930 


Storage facilities program: 
Direct loans made-.- ---- oanonis 15, 916, 482 14, 250, 000 3, 250, 000 
Loans purchased from lending agencies - - - 65, 158 50, 986 75, 000 
Purchase of storage facilities and other 
costs... i eiigtiliay Seiten eee mitnd 27, 275, 115 31, 925, 000 33, 400, 000 


Total storage facilities program - - -. 43, 256, 755 46, 225, 986 46, 725, 000 
Subsidy program (liquidation)...........--- 184, 811 uaa: 2 
Expenses: 
Administrative: 
Subject to limitation._-- . caked 24, 440, 515 30, 264, 000 31, 000, 000 
Reimbursable. ---- purine oe ; 4, 752, 966 5, 764, 848 , 914, 172 
Nonadministrative and other------- 9, 306, 256 11, 479, 463 993, 503 
Interest—Treasury ---- hhad 59, 787, 951 165, 000, 000 000 000 
Increase in selected working capital other than 
Cee Lis ewacecs ’ So ‘ 99, 970, 575 


Total regular operations - — -.------. Es 5, 939, 928, 485 4, 227, 485, 707 894, 228 


Special activities: 
Loan to Secretary of Agriculture for agricul- 
tural conservation purposes. -- ee . 43, 450, 000 43, 450, 000 3, 450, 000 
Eradication of foot-and-mouth disease. ; 1, 301, 215 2, 005, 387 49, 190 
Eradication of brucellosis in cattle. _____.-. 12, 405, 994 15, 276, 933 375, 000 
Cotton classing and tobacco grading - - 434, 767 256, 981 432, 098 
Transfer of hay and pasture seed to Federa) 
land-administering agencies-.-.- oP 149, 659 35, 019 
International Wheat Agreement costs-- 99, 718, 111 87, 050, 840 2, 105, 875 
Commodity grants for emergency assistance to 
*akistan and other friendly peoples__.--_- 4, 508, 392 
Agricultural Trade Development and Assist- 
ance Act: 
Title I—Sales for foreign currencies. - - --- 129, 520, 160 737, 708, 805 556, 031, 163 
Title II—Commodity grants for emergency 
assistance to friendly peoples---.- 7 86, 896, 464 | 107, 335, 033 103, 255, 413 


Total special activities__........._....- 378, 384, 762 993, 118, 998 705, 698, 739 


Total gross budget expenditures.....___| 6,318, 313,247 | 5, 220, 604, 705 5, 029, 592, 967 
Balance varried forward: 

Unobligated (authorization to borrow from Treas- | 

ee Cee ee en toe eae _.---......| 1,135, 000,998 | 390, 948, 726 | 353, 863, 239 
Obligated: 

Ae hed add ws obits a Lad ke doh 31, 882, 057 | 30, 738, 726 | 12, 588, 239 

Authorization to borrow from Treasury -| 1,256, 999,002 | 1,977,051, 274 1, 538, 136, 761 

7,619, 343,431 | 6, 934, 181, 206 


Total expenditures and balances__..__._._.___| 8, 742, 195, 304 


Budget expenditures 





i 7 : a | 
| 1955 actual | 1956 estimate | 1957 estimate 


~- | =e bceincctiaenensigtiaene 


Gross budget expenditures_____ --------------------| $6, 318, 313, 247 | $5, 220, 604,705 | $5, 029, 592, 967 


Receipts from operations A 2 AG ARETE --| 2,905, 254,518 | 3 193, 826,715 | 3, 606, 155, 302 





Net budget expenditures.........................- | 3, 413,058,729 | 2,026,777,990 | 1, 423, 437, 665 








Out of budgetary authorization (authorization to | } 
borrow from Treasury): | 
Seats heme restos ta tt tay RS eal ere ee ees 1, 634, 659 | 929, 287, 178 
| 3, 428,000,000 | 2,024, 000, 000 | 476, 000, 000 
|} 14,941, 271 1, 143, 331 18, 150, 487 
| 


Distribution of net budget expenditures: 
| 





JUSTIFICATION OF THE ESTIMATE 


Mr. Marsuaut. At this point we will insert pages 369 through 453 
of the justifications in the record in connection with CCC. 
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(The matter referred to is as follows :) 


COMMODITY STABILIZATION SERVICE—COMMODITY CREDIT 
CORPORATION 


PURPOSE STATEMENT 
PURPOSE 


The Commodity Credit Corporation engages in buying, selling, lending, and 
other activities with respect to agricultural commodities, their products, food, 
feeds, and fibers, for the purpose of stabilizing, supporting, and protecting farm 
income and prices; assisting in the maintenance of balanced and adequate sup- 
plies of such commodities; and facilitating their orderly distribution. The Cor- 
poration also makes available materials and facilities required in connection 
with the production and marketing of such commodities. 


ORIGIN 


The Commodity Credit Corporation was organized October 17, 1933, under the 
laws of the State of Delaware, as an agency of the United States. From October 
17, 1933, to July 1, 1939 the Corporation was managed and operated in close 
affiliation with the Reconstruction Finance Corporation. On July 1, 1939, it was 
transferred to the Department of Agriculture by the President’s Reorganization 
Plan I. Under the Commodity Credit Corporation Charter Act of June 29, 1948 
(Public Law 806, 80th Cong.), effective July 1, 1948, it was established as an 
agency and instrumentality of the United States under a permanent Federal 
charter. The charter was amended by Public Law 85, 81st Congress, approved 
June 7, 1949. 

MANAGEMENT 


The Corporation is managed by a Board of Directors, subject to the general 
supervision and direction of the Secretary of Agriculture, who is, ex officio, a 
Director and Chairman of the Board. The Board consists of the Secretary of 
Agriculture and six other members appointed by the President and confirmed 
by the Senate. In addition, the Corporation has a bipartisan advisory board of 
five members appointed by the President to survey the general policies of the 
Corporation and advise the Secretary with respect thereto. 

The Corporation may, with the consent of the agency concerned, utilize facili- 
ties of any other agency of the Federal Government. The Corporation, under this 
authority, makes extensive use of the personnel and facilities of the Commodity 
Stabilization Service and the agricultural stabilization and conservation State and 
county committees in carrying out Corporation activities. The Corporation also 
utilizes to the fullest extent practicable the usual and customary channels, facili- 
ties, and arrangements of trade and commerce in the conduct of its business. In 
its lending activities the Corporation uses local banks, cooperatives, and other 
private lending agencies. Commercial storage facilities are used to a great extent 
in the storage of loan collateral and in the storage of stocks acquired by the 
Corporation. 

OPERATIONS 


Operations in the budget are conducted under five types of programs: (1) Price 
support, (2) supply and foreign purchase, (3) storage facilities, (4) commodity 
export, and (5) special activities. 

1. Price-support program 

Price-support operations are carried out under the Corporation’s charter 
powers, in conformity with the Agricultural Act of 1949 (638 Stat. 1051), the 
Agricultural Act of 1954 (68 Stat. 897), which includes the National Wool Act of 
1954, and with respect to certain types of tobacco, in conformity with the act of 
July 28, 1945 (59 Stat. 506). Under the Agricultural Act of 1949, price support 
is mandatory for six basic commodities—corn, cotton, wheat, rice, peanuts, and 
tobacco—and specific nonbasic commodities; namely tung nuts, honey, milk, 
butterfat, and the products of milk and butterfat. Price support for wool and 
mohair is mandatory under the National Wool Act of 1954. Price support for 
other nonbasic agricultural commodities is discretionary. This program may 
also include operations to remove and dispose of or aid in the removal or 
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disposition of surplus agricultural commodities for the purpose of stabilizing 
prices at levels not in excess of permissible price support levels. 

Price support is made available through loans, purchase agreements, purchases, 
and other operations, and, in the case of wool and mohair, through incentive 
payments based on marketings. The producer’s commodities serve as collateral 
for price-support loans. With limited exceptions, price-support loans are non- 
recourse and the Corporation looks only to the pledged or mortgage collateral 
for satisfaction of the loan, Purchase agreements generally are available dur- 
ing the same period that loans are available. By signing a purchase agreement, 
a producer receives an option to sell to the Corporation any quantity of the 
commodity which he may elect within the maximum specified in the agreement. 

Disposition of commodities acquired by the Corporation in its price-support 
operations is made in compliance with sections 202, 407, and 416 of the Agricul- 
tural Act of 1949, and other applicable legislation, particularly the Agricultural 
Trade Development and Assistance Act of 1954 (68 Stat. 454), and title I of the 
Acricultural Act of 1954 (68 Stat. 897). 

In order to expand the domestic market for fluid milk, as one means of reducing 
the volume of dairy products being acquired by the Corporation, a special program 
was authorized by section 201 of the Agricultural Act of 1949, as amended. This 
authorization provided that beginning September 1, 1954, and ending June 30, 
1956, not to exceed $50 million annually of funds of the Commodity Credit Cor- 
poration shall be used to increase the consumption of fluid milk by children in 
nonprofit schools of high-school grade and under. 

As a further means of increasing the utilization of dairy products, section 202 
of the Agricultural Act of 1949, as amended, authorized a special program to 
operate through December 31, 1956, under which the Corporation is donating 
hutter, cheese, and dried milk to Veterans’ Administration and the armed services 
upon certification by them that the usual quantities of dairy products have been 
purchased in the normal channels of trade. In addition, the Corporation is reim- 
bursing these agencies at the rate of $4.10 per hundredweight for purchase of 
lluid milk made in addition to their usual purchases. 

Section 407 of the Agricultural Act of 1949 authorized the Corporation 
to make available farm products for use in distress areas and in connection 
with any major disaster determined by the President to warrant assistance 
under Public Law 875. Under this authority the Corporation has donated stocks 
of corn, oats, barley, and grain sorghums in a manner which enabled stockmen 
and farmers in drought stricken areas to buy livestock feed at reduced prices. 


2. Supply and foreign purchase program 


This program is carried out under the authority contained in the Corporation’s 
charter, particularly sections 5 (b) and (c) thereof. The Corporation procures 
foods, agricultural commodities, their products, and related materials to supply 
the requirements of Government agencies, foreign governments, and relief and 
rehabilitation agencies and to meet domestic requirements. Foods, agricultural 
commodities, and their products are procured or aid is given in their procurement 
to facilitate distribution or to meet anticipated requirements during periods of 
short supply. The Corporation may also, through purchases, loans, or other 
means, make available materials and facilities required in connection with the 
production and marketing of agricultural commodities. 

Operations involving procurement for other Government agencies are con- 
ducted in accordance with procedures and policies reasonably calculated to 
assure compliance with section 4 of the act of July 16, 1943 (15 U. S. C. 713a-9), 
Which requires that the Corporation be fully reimbursed for services performed, 
losses sustained, operating costs incurred, or commodities purchased or delivered 
to or on behalf of any other Government agency from, the appropriate funds of 
such ageney. Operations not subject to section 4 of such act may involve losses if 


Such are necessary to the accomplishment of the objects of the particular 
operation, 


3. Storage facilities program 


_ This program is carried out under the authority contained in the Corpora- 
tion’s charter, particularly sections 4 (h), 4 (m), and 5 (a). The Corporation 
(a) purchases and maintains granaries and equipment for care and storage of 
rain owned or controlled by the Corporation; (6) makes loans for the construc- 
tion or expansion of farm-storage facilities; (c) provides storage-use guaran- 
ties to encourage the construction of commercial storage facilities; and (d) 
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undertakes other operations necessary to provide storage adequate to carry 
out the Corporation’s programs. 


4. Commodity export program 

The Corporation stimulates the export of agricultural commodities and prod- 
ucts through sales, barters, payments, and other operations. This program is 
earried out under the authority contained in the Corporation’s charter, par- 
ticularly sections 5 (d) and 5 (f), sections 407 and 416 of the Agricultural Act 
of 1949, the International Wheat Agreement Act of 1949, the Agricultural Trade 
Development and Assistance Act of 1954, and title I of the Agricultural Act of 
1954. In general, transactions involving foreign currencies are conducted pur- 
suant to the Agricultural Trade Development and Assistance Act of 1954. How- 
ever, other such transactions may be conducted under the charter authority. 

Current obligations for operations under the International Wheat Agreement 
and title I of the Agricultural Trade Development and Assistance Act of 1954, 
which operations are described in the estimates under the heading “Reimburse- 
ments to Commodity Credit Corporation,” are paid by the Corporation. Appro- 
priations have been authorized to reimburse the Corporation for its costs inci- 
dent to these programs and pending such reimbursements the net costs of these 
programs are reflected in the records of the Corporation as accounts receivable. 

In addition to exports under the International Wheat Agreement, wheat is 
being offered to the export trade for export as wheat or flour at competitive 
prices below domestic price but not below the applicable International Wheat 
Agreement price. 

To the extent that operations under the commodity export program involve 
the disposal of price-support commodities held in Commodity Credit Corporation’s 
inventories, such disposals are for accounting purposes treated as price-support 
program disposals. 

5. Special activities 

These are miscellaneous activities carried out under authority of section 
5 (g) of the Corporation’s charter and specific statutory authorizations with 
respect thereto which are currently in effect or which may be subsequently 
enacted. 

Among the recently completed and current activities of this nature are loans 
to.the Secretary of Agriculture in connection with the agricultural conservation 
program as authorized by section 391 (c) of the Agricultural Adjustment Act of 
1938, as amended (7 U. S. ©. 1391): advances to the Agricultural Research 
Service for eradicating foot-and-mouth disease and other contagious diseases 
of animals and poultry as authorized by annual Department of Agriculture appro- 
priation acts and for accelerating the eradication of brucellosis is authorized by 
section 204 of the Agricultural Act of 1954; advances to the Agricultural Market- 
ing Service for grading tobacco and classing cotton as authorized by the acts of 
June 29, 1949, and August 31, 1951 (7 U. S. C. 440, 414a) ; the transfer of wheat 
to Pakistan as authorized by the act of June 25, 1953 (67 Stat. 80) ; the furnish- 
ing of feed stocks for use in the 1953 drought emergency feed program as au- 
thorized by the act of September 30, 1950 (42 U. S. ©. 1855), the act of July 
14, 1953 (67 Stat. 150) and a special directive of the President dated November 
16, 1953; the furnishing of stock of agricultural commodities to the President 
for emergency assistance to friendly peoples in meeting famine or other urgent 
relief requirements as authorized by the act of August 7, 1953 (67 Stat. 476) 
and title II of the Agricultural Trade Development and Assistance Act; fur- 
nishing stocks of hay and pasture seeds to certain Federal land-holding agencies 
as authorized by the act of July 26, 1954 (68 Stat. 529) ; and financing activities 
authorized by the National Wool Act of 1954 (7 U. S. C. 1781-1787). 

A more detailed description of the operations under these programs may be 
found in the explanatory notes under appropriations pertaining to the Agricul- 
tural Conservation Program Service, the Agricultural Research Service, the Agri- 
See eee Service, and the Commodity Stabilization Service, respec- 
tively. 

Current obligations for these activities are paid by the Corporation and, except 
for completed 1953 drought emergency feed program, appropriations have been 
authorized to reimburse the Corporation for its costs. An appropriation to re- 
imburse the Corporation for its costs in connection with the emergency feed 
program was contained in the 1956 annual appropriation act. Pending such 
reimbursements the net costs of these programs are reflected in the records of 
the Corporation as accounts receivable. 
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FINANCING 


The Corporation has an authorized capital stock of $100 million held by the 
United States, and authority to borrow up to $12 billion. 

The programs of the Commodity Credit Corporation are financed by capital 
stock, borrowings from the Treasury, guarantees to purchase loans held by lend- 
ing agencies, appropriations for restoration of capital impairment, and receipts 
from operations. 





Estimated | Budget 
available, | estimate, 
1956 | 1957 


Restoration of capital impairment $1, 634, 659 $929, 287, 178 
Administrative expense limitation 1 30, 964, 000 | 31, 000, 000 


1 Includes proposed supplemental authorization of $4,964,000, 


BAsic ASSUMPTIONS 


The Corporation’s budget estimates for 1956 and 1957 are based on the gen- 
eral assumptions (a) that employment, production, and national income will 
rise moderately both in 1956 and 1957 from the 1955 level; (b) that prices will 
change little, on the average, from the present level; (c) that developments in 
international relations will not be such as to affect Government civilian pro- 
grams generally; (d) that exports of agricultural products will be higher than 
at present; (e) that yields will be in line with recent averages; and (f) that 
acreage allotments and marketing quotas will be in effect for the 1956 crops of 
peanuts, rice, certain kinds of tobacco, wheat, and cotton, and acreage allot- 
ments will be in effect for the 1956 crops of corn in accordance with existing 
legislation. 

In considering these estimates, it should be recognized that it is difficult to 
estimate requirements for the year ending June 30, 1957. They are dependent 
upon weather conditions, volume of agricultural production in this country and 
abroad, economic conditions generally, feed needs in occupied areas and other 
foreign countries, availability of dollar exchange, and other complex and unpre- 
dictable factors. 

These estimates were also formulated on the basis of legislation existing 
prior to the convening of this session of Congress. They do not, therefore, 
reflect the effects that proposals contained in the President's farm message of 
January 9, 1956, would have upon the operations, obligations, and expenditures 
of the Commodity Credit Corporation. 


PRICE-SUPPORT OPERATIONS 


GENERAL OUTLOOK 


On the basis of the above assumptions and taking into consideration estimated 
supply and utilization factors which were calculated individually for each com- 
modity, the estimates for the fiscal years 1956 and 1957 reflect the continuation 
of a heavy overall volume of price-support operations. They indicate in the 
aggregate, however, that if dispositions materialize as currently estimated, the 
buildup of investment in price support may reach its peak during the fiscal year 
1956 at which time a downward trend may be anticipated. 


LOANS 


The budget estimates contemplate that loans made will increase from $2.4 
billion in 1955 to $2.8 billion in 1956 and decrease to $1.7 billion in 1957. The 
estimated increase for 1956 is due principally to increased cotton loans on 
the 1955 crop, offset in part by fewer loans on the 1955 crop of wheat. The 
decrease in loans made estimated for 1957 reflects primarily fewer cotton loans 
coupled with relatively smaller decreases in loans on wheat, rice, and tobacco 
resulting from both acreage reductions on cotton, rice, and tobacco, and more 
normal yields per acre for all crops. 
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A comparison of the estimated loan activity for each of fiscal years 1956 and 
1957 with the actual volume in 1955 is summarized as follows: 


[In million dollars] 





Actual, Estimated, | Estimated, 

Type of activity fiscal year fiscal year fiscal year 
1955 1956 1957 

| 


Loans made | 357 $2, 772 $1, 684 
Repayments__- ; ¢ 577 635 
Loan collateral forfeited 2, 128 2, 384 1, 836 
Loans outstanding, end of year- -- 1, 909 1, 122 


INVENTORIES 


The budget estimates contemplate that the value of price support inventories 
as of June 30, 1956, will increase substantially over that as of June 30, 1955, and 
that a significantly smaller increase over the June 30, 1956, level will occur by 
June 30, 1957. The major increases in inventory expected to take place during 
each of the fiscal years 1956 and 1957 are due to acquisitions of corn and cotton. 
A comparison of the estimated inventory activity for each of the fiscal years 
1956 and 1957 with the actual volume for 1955 is summarized as follows: 


{In million dollars] 





Actual, Estimated, Estimated, 
Type of activity fiscal year fiscal year fiscal vear 
1955 1956 1957 





Acquisitions and carrying charges.....-.-.....-.---..-.-----.- $3, 418 $3, 697 $3, 089 
Dispositions 2, 115 2, 572 2, 710 
Inventory at end of year 6, 096 6, 475 


The value of the estimated inventory both as of June 30, 1956, and June 30, 1957, 
includes the commodity set-aside as provided for in title I of the Agricultural 
Act of 1954. 

INVESTMENT IN PRICE SUPPORT 


As a result of the loan and inventory activity shown above, it is estimated that 
the investment in price support—that is, inventories and loans outstanding—as 
of June 30, 1956, and June 30, 1957, will be about $8 billion and $7.6 billion, 
respectively, compared with $7.1 billion as of June 30, 1955. 


COMMODITY PROGRAM SUMMARIES 


The following summaries described the price support and other operations 
which the Corporation anticipates will be required during each of the fiscal years 
1956 and 1957 and the basis for such estimates. It should be noted that any varia- 
tions from the conditions assumed may result in changes in the volume and charac- 
ter of the Corporation’s operations, thereby necessitating changes in the program 
and administrative expense estimates. 


Price SupPoRT PROGRAM, Basic COMMODITIES 


CORN 
Summary of latest operations 

Objective.—To support the price of 1955 crop corn at not more than 90 percent 
nor less than 8214 percent of parity as required by law. 

Eligibility. Eligible commodity is ear or shelled-corn produced in 1955 grading 
No. 3 or better, or No. 4 on test weight only, meeting moisture requirements, and 
sanitation requirements of Food and Drug Administration. 

Eligible participants are 1955 crop corn producers who are in compliance with 
applicable regulations approved by the Secretary governing eligibility for price 
support. 

Operations.—Nonrecourse loans are available from harvest (about August 1, 
1955) through May 31, 1956, maturing July 31, 1956, or earlier on demand. In 
areas where the ASC State committee determines that corn cannot be safely stored 
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throughout the full storage period, the final date of availability shall be earlier 
as determined by the committee. The average level of support in the commercial 
corn area is $1.58 per bushel, which reflects 87 percent of parity as of October 1, 
1955, the beginning of the marketing year. The support rate outside the com- 
mercial area is 75 percent of the commercial area rates. Loans may be obtained 
from approved lending agencies or direct from the Corporation through the Agri- 
cultural Stabilization and Conservation county committees. Loans are on a 
note-and-chattel mortgage basis for farm-stored, and note-and-loan agreement 
basis for Warehouse-stored corn. 

Purchase agreements are offered to producers from harvest (about August 1, 
1955) through May 31, 1956. A producer desiring to deliver corn under a purchase 
agreement must declare his intention to sell within a 30-day period ending on 
July 31, 1956. The producer will not be obligated to sell any specified quantity ; 
however, the number of bushels specified in the purchase agreement will be the 
maximum quantity that may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; titles I and IV of the Agri- 
cultural Act of 1949, as amended (7 U. S. C. 1441, 1421-1481). 

Basis of estimate 

Economic factors.—The estimate assumes that acreage allotments will be in 
effect for the 1956 crop, as they were for the 1955 and 1954 crops. Production 
from the 1956 crop is estimated at 3,075 million bushels, slightly smaller than the 
1955 crop, due to an expected small drop in planted acres. Domestic disappear- 
ance in the 1956 marketing year is expected to total about 3,056 million bushels, or 
28 million above the estimate for the 1955 marketing year, due largely to a mod- 
erate increase in livestock numbers and lower prices for corn. The carryover on 
October 1, 1955, is estimated at 1,024 million bushels, the highest in history, and 
present indications are that the carryover in 1956 will reach a new high of 1,070 
million bushels but drop to 980 million bushels as of October 1, 1957. 

Price-support activity—The Agricultural Act of 1954 lowered the statutory 
minimum support rate on basic commodities from 90 to 8244 percent of parity 
cn the 1955 crops, and on succeeding crops the minimum rate of 75 percent of 
parity as provided in the Agricultural Act of 1949 is effective. On March 24, 
1955, the Department announced that the national average support price on 
the 1955 crop of corn, applicable only in the commercial area, would be no less 
than $1.58 per bushel, which was 87 percent of parity (old) on February 15, 
1955, and did not change as of October 1, 1955, the beginning of the marketing 
year. Based on the present indications, it appears that the 1956 crop will be 
supported in the commercial area, at a minimum of 83 percent of parity (tran- 
sitional) or about $1.44 per bushel. When acreage allotments are in effect (as 
they were for 1954 and 1955, and will be for 1956) corn in the noncommercial 
area is supported at only 75 percent of the rates which otherwise would be 
calculated based on the national average rate. Usually about one-fourth of the 
United States corn crop is produced in the noncommercial area. The lower 
support level in the noncommercial area is not a large factor in price-support 
operations, because prevailing prices in this area normally are higher, and 
farmers generally do not need to participate in the support program, as they 
do in the principal growing area. 

It is estimated that nearly 50 percent of corn farmers in the commercial area 

did comply with farm-acreage allotments for the 1955 crop, compared with about 
40 percent for the 1954 crop. It is estimated that approximately 800 million 
bushels of the 1955 crop in the commercial area will be eligible for price support, 
compared with about 700 million for the 1954 crop. Compliance and eligibility 
are likely to be somewhat higher for the 1956 crop than for the 1955 crop. 
secause of continued outlook for heavy supplies, decreased support levels and 
the increased bushelage eligible for price support, it is contemplated that there 
will be an inereasing volume of corn supported in both fiscal years 1956 and 
1957 and that deliveries will be in considerable volume. It is expected that 
farmers will place about 325 million bushels of 1955 crop under support (250 
million under loan and 75 million under purchase agreements), and that they 
will place about 375 million bushels of 1956 crop under support (300 million 
under loan and 75 million under purchase agreements), compared with a total 
of 257 million bushels of the 1954 crop placed under support (198 million under 
loans and 59 million under purchase agreements). 

The CCC owned 581 million bushels of corn on July 1, 1955, all from 1953 
and prior crops (very little 1951 or earlier). It is estimated that deliveries 
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to CCC from the 1954 crop in fiscal year 1956 will total about 190 million bushels, 
and 43 million resealed may be acquired in fiscal year 1957, or a total of 238 
million bushels. Deliveries to CCC from the 1955 crop are likely to total about 
270 million bushels practically all in fiscal year 1957. Sales and donations are 
not expected to exceed 112 million bushels in the fiscal year 1956 and 141 million 
in 1957. This means the CCC inventory is likely to increase to about 734 million 
bushels on July 1, 1956, and to over 900 million on July 1, 1957. Domestic sales 
are expected to be much less in the fiscal year 1956 than in the previous year 
because the CCC will own very little old corn which is going out of condition; 
in 1957 domestic sales can be expected to step up to near those of the fiscal year 
1955, because considerable 1953 and prior crop corn will still be on hand. 


Cornmeal 

Price-support activity.—Price-support stocks of corn are exchanged for corn- 
meal and subsequently exported under International Cooperation Administra- 
tion programs for meeting urgent famine or relief requirements authorized by 
title II of the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480). 

During the fiscal year 1955 2,204,600 pounds of cornmeal at a cost of $116,187 
were so shipped. It is estimated that 2,700,000 pounds of cornmeal at a cost 
of $204,000 will be shipped during each of the years 1956 and 1957. 


COTTON 
Summary of latest operations 

Objective.—To support the price of 1955 crop upland cotton at not more than 
90 percent of parity nor less than 82% percent of parity, and extra long staple 
cotton as 75 percent of parity as required by law. 

Eligibility. Eligible commodity is upland cotton produced in the United States 
in 1955, and extra long staple cotton produced from 1955 plantings in designated 
areas, of specified grade and staple length, in bales of at least 300 pounds not 
compressed to high density. 

Eligible participants are producers of 1955 crop cotton with legal right to pledge 
it as security for a loan, and acceptable cotton cooperative marketing associa- 
tions. Producers must comply with applicable regulations prescribed by the 
Secretary with respect to acreage allotments and marketing quotas. 

Operations —Warehouse and farm storage loans are available from about 
July 1, 1955, through April 30, 1956, on: (1) upland cotton in all cotton-pro- 
ducing States; (2) American-Egyptian cotton produced in designated areas of 
Arizona, California, Texas, and New Mexico; (3) Sealand and Sea Island cotton 
produced in designated areas of Georgia and Florida; and (4) Sea Island cotton 
in Puerto Rico. Loans mature July 31, 1956, or earlier on demand. 

The average level of support for Middling %-inch upland cotton. gross weight, 
is 31.70 cents per pound, which reflects 90 percent of parity as of August 1, 1955, 
the beginning of the marketing year. The average support price for extra long 
staple cotton is 55.20 cents per pound, the announced minimum, which reflected 
76 percent of parity as of August 1, 1955, with an average of 55.32 for American- 
Egyptian and 50.32 cents for Sealand and Sea Island. Premiums and discounts, 
with appropriate location differential will apply, except that no location differ- 
entials will be established for Sealand and Sea Island cotton. 

Loans are made on warehouse-stored cotton covered by producer’s note and 
loan agreements, on farm-stored cotton by notes secured by cotton chattel 
mortgages and on cotton covered by bills of lading in areas where there is a 
shortage of storage space and where arrangements can be made for handling 
the cotton. Loans may be obtained by producers from approved lending agencies, 
or direct from the Corporation and by cooperative associations direct from the 
Corporation. All cotton must be classed by a board of cotton examiners of the 
United States Department of Agriculture. The classification fee is 25 cents a 
bale, except that no charge will be made if samples are submitted under the 
Smith-Doxey program. 

Cotton not redeemed by maturity date will be handled in accordance with loan 
agreements under which CCC has the right to sell, purchase, or pool the cotton 
upon maturity and nonpayment of the loans. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714¢ thereof; titles I and IV of the 
Agricultural Act of 1949, as amended (7 U. 8S. C. 1441, 1421-1481). 





Basis of estimate 
Cotton, upland 

Economic factors.—For the purpose of this estimate, it has been assumed 
that acreage allotments and marketing quotas will be in effect during the 1956 
marketing year and that the minimum marketing quota of 10 million bales 
will not be increased. A production of 9.9 million bales is therefore estimated 
from the 1956 crop resulting in a total supply for the year of 23.5 million 
bales—nearly 2 million bales less than for the preceding year. This decrease 
represents about a 4.6-million-bale reduction in production below the 1955 crop 
and a 2.6-million-bale increase in the carry-in. Disappearance during the 1956 
marketing year, including estimated exports of 3.5 million bales, is expected 
to total 12.5 million bales—2.5 million bales more than produced so that the 
earryout at the end of the 1956 marketing year is estimated to decrease in a 
corresponding amount. 

Price-support activity.—Because of the estimated decreases in the production, 
supply, and carryout of cotton during the 1956 crop year it is expected that loans 
made during the fiscal year 1957 will drop 4.5 million bales below those made dur- 
ing the fiscal year 1956. Loan forfeitures during the fiscal year 1957 reflect a 
marked decrease from 6.3 million to 4.5 million bales—due to the nonrecurring 
factor of extending the repayment period for 1953 crop loans until August 1, 
1955, at which time loans on approximately 4.7 million bales of cotton ma- 
tured. Cotton sales, a nominal amount during the fiscal year 1955, are expected 
to increase to 1.4 million bales during 1956 and 2.8 million bales during 1957. 


Cotton, extra long staple 

Economic factors.—This estimate is based on the assumption that acreage 
allotments and marketing quotas will be in effect on the 1956 crop of extra long 
staple cotton and that quotas will be set near the minimum prescribed by law— 
not less than the larger of 30,000 bales or the number of bales equal to 80 percent 
of estimated domestic consumption plus exports. Although estimated produc- 
tion for 1956 is 10,500 bales less than in the previous year, total supply is 19,500 
bales more because of a 30,000-bale increase in carry-in into 1956. Domestic dis- 
appearance is estimated to remain constant at the level of the 1954 marketing 
year and despite expected increases of 15,000 bales in exports during 1955 and 
1956 it is estimated that the carryout at the end of the 1956 marketing year will 
be 19,500 bales more than at the end of 1955. 

Price-support activity.—Because of the marketing quotas in effect in 1955 and 
1956 marketing years, it is expected that the number of bales to be placed under 
loan during each of the fiscal years 1956 and 1957 will be about 10,000 bales 
less than loans made during the fiscal year 1955. Acquisitions during the fiscal 
year 1957 will be considerably less than for the current fiscal year since both 
the 1953 and 1954 crop loans matured in that year and only the 1955 crop 
loans will mature in 1957. 

Cotton sales are estimated at twenty-five and thirty-five thousand bales in each 
of the fiscal years 1956 and 1957, respectively (none in 1955), due to anticipated 
increase in both domestic and export sales. 


PEANUTS 
Summary of latest operations 

Obdjective—To support the price of 1955-crop peanuts at not more than 90 
percent nor less than 82% percent of parity as required by law. 

Hligibility—Eligible commodity is 1955-crop inspected, merchantable farmers’ 
stock, quota peanuts suitable for storage and containing not in excess of the 
percentages of foreign material, damaged kernels, and moisture established by 
the president or executive vice president, CCC. 

Eligible participants are producers or cooperative marketing associations of 
producers and shellers. Eligible producers must comply with applicable regu- 
lations prescribed by the Secretary with respect to peanut acreage allotments 
and marketing quotas. 

Operations.—Nonrecourse loans are available to eligible producers from July 
15, 1955, through January 31, 1956, maturing May 31, 1956, or earlier on de- 
mand. The average level of support is $244.80 per ton (12.2 cents per pound), 
which reflects 90 percent of parity as of August 1, 1955, the beginning of the 
marketing year. Loans may be obtained from approved lending agencies or 
direct from the Corporation through the agricultural stabilization and conserva- 
tion county committees. Loans are on a note and chattel mortgage basis for 
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farm-stored peanuts and note and loan agreement basis for warehouse-stored 
peanuts. CCC will also purchase No. 2 shelled peanuts from commercial shellers 
from October 1, 1955, to not later than August 31, 1956. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; titles I and IV of the 
Agricultural Act of 1949, as amended (7 U. 8S. C. 1441, 1421-1481). 

Basis of estimate 

Economic factors.—¥or the purpose of this estimate, it is assumed that exist- 
ing minimum legal acreage allotments and related marketing quotas will be in 
effect in the 1956 marketing year; that production for the year will be 1,440 
million pounds, based on a marketing quota of 740,600 tons; and that the price- 
support level on the 1956 crop will be reduced to 88 percent of parity from the 
90-percent level applicable to the 1955 crop. Estimated total supplies in the 
marketing year 1956, of 1,762 million pounds, are about 174 million pounds under 
the estimate for 1955. While the supply in these years is considerably in excess 
of the total supply (1,464 million pounds) in the marketing year 1954, it would 
be unrealistic to compare the supply for these years since production from the 
1954 crop was abnormally low, due to the influence of adverse weather factors, 
Therefore, comparison is made with the 1953 marketing year when total supply 
was 2,004 million pounds. This compares with total supplies in the marketing 
years 1955 and 1956, as indicated above, of 1,936 and 1,762 million pounds, 
respectively. 

While estimated total supply in the 1956 marketing year is 174 million pounds 
below the 1955 estimate, production is expected to fall about 300 million pounds 
below the 1955 estimate, this reduction being partially offset by an estimated 
increase in carrying stocks in the marketing year 1956 of about 125 million 
pounds over the 1955 figure. 

Price support.—Althouzh production from the 1956 crop is estimated to be 
considerably below the 1955 crop, it is not expected that this reduction will be 
reflected in the volume of loans made, which in the fiscal year 1957 is expected 
to be 300 million pounds. Again, for the reason stated above, comparison of 
loans made in these years is not made with actual volume of price support on 
peanuts during the fiscal year 1955, but with comparable activity during the 
fiscal year 1954 when 4535 million pounds were placed under loan. Similarly, 
it is estimated that 360 million pounds of peanuts will be delivered to the Cor- 
poration during fiscal year 1956 and 200 million pounds in 1957, more in line 
with the 384 million pounds delivered in 1954 rather than the 2.5 million pounds 
delivered in 1955. Sales of peanuts are estimated to increase to 300 million 
pounds during the fiscal year 1956 and to 260 million pounds in 1957 compared 
with actual sales of 34.8 million pounds in 1955. Inventories at the close of the 
fiscal year 1957 will exceed the volume at the end of the current fiscal year by 
40 million pounds. 

RICE 
Summary of latest operations 


Objective.—To support the price of 1955-crop rice at not more than 90 percent 
nor less than 82% percent of parity as required by law. 

Eligibility.—Eligible commodity is 1955-crop rough rice other than “mixed 
rough rice” grading No. 5 or better. 

Eligible participants are producers and cooperative marketing associations 
of producers of 1955-crop rice who are in compliance with acreage allotments 
for rice and regulations approved by the Secretary governing eligibility for 
price support. 

Operations.—Nonrecourse loans are available from about July 15, 1955, 
through January 31, 1956, and will mature April 30, 1956 (except that an earlier 
date may be set in some States) or earlier on demand. The support price is 
the announced minimum average of $4.66 per hundredweight, which reflects 
86 percent of parity as of August 1, 1955, the beginning of the marketing year. 
Premiums and discounts apply for the various varieties, grades, and milling 
qualities. Loans may be obtained from aproved lending agencies or direct from 
the Corporation through the Agricultural Stabilization and Conservation County 
Committees. Loans are made on a note-and-chattel mortgage basis for rice 
stored on the farm and on a note-and-loan agreement basis when stored it 
approved warehouses. 

Purchase agreements are offered to producers from about July 15, 1955, through 
January 31, 1956. Producers desiring to sell rice to the Corporation under 4 
purchase agreement will have a 30-day period ending on April 30, 1956, during 
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which to declare their intention to sell. The producer will not be obligated to 
sell any specified quantity ; however, the amount specified in the purchase agree- 
ment will be the maximum quantity that may be delivered. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 
U. S. CG. 714-7140), particularly section 714c thereof; titles I and IV of the 
Agricultural Act of 1949 as amended (7 U. 8. C. 1441, 1421-1431). 


Basis of cstimate 


Economic factors.—The estimate assumes that acreage allotments and market- 
ing quotas will be in effect for the 1956 crop of rice, as they were for the 1955 
crop. Under the production-adjustment program, planted acreage decreased 
from 2,476 thousand acres for the 1954 crop to 1,852 thousand for 1955, and a 
further substantial cut to about 1,640 thousand acres is expected in 1956. Pro- 
duction from the 1954 crop of rough rice dropped from 59.1 million hundredweight 
to 52.7 million for 1955, and a further drop to about 41 million hundredweight 
can be expected for 1956 if average yields are obtained. Domestic disappearance 
is expected to remain at 26 to 27 million hundredweight in the 1955 and 1956 
marketing year, but exports are estimated at 23 million hundredweight in both 
years, compared with only 14.4 million hundredweight exported during 1954, 
largely as the result of aggressive export policies of the CCC in order to dispose 
of the very large stocks which have been accumulated by the Corporation. Even 
if exports are maintained at 23 million hundredweight in the next 2 years, the 
carry-out at the end of the 1955 marketing year is indicated at 29.2 million hun- 
dredweight, compared with 26.7 million for 1954, and the indicated carry-out of 
20.3 million hundredweight for 1956 marketing year still will be excessively high. 
All but 1 to 2 million hundredweight of the large carry-outs in all 3 years will be 
owned or controlled by the CCC. 

Price support activity—The Agricultural Act of 1954 lowered the statutory 
minimum support rate on the “‘basic’’ crops, including rice, for 1955 crops from 
90 to 82% percent of parity, and on succeeding crops the minimum rate of 75 
percent of parity as provided in the Agricultural Act of 1949 is effective. On 
May 20, 1955, the Department announced that the minimum national average 
support price for the 1955 crop of rice would be $4.66 per hundredweight (rough 
basis), which is 85 percent of parity (modern) in mid-April 1955. On August 
11, 1955, it was announced that the support rate on the 1955 crop would remain 
at $4.66 per hundredweight, because neither an increase in parity nor a decline 
in the supply percentage had occurred to justify increasing the support rate. 
The estimate for the 1956 crop is based on a minimum rate of $4.05 per hundred- 
weight, which is 75 percent of October 15, 1955 parity (modern). The 1956 crop 
price support rate was announced on December 30, 1955 at a minimum national 
average of $4.04 per hundredweight, which is 75 percent of the November 15, 
1955 parity price. 

In view of the estimated decreasing production and support levels, estimated 
increased exports, a Smaller supply and carry-out for the 1956 marketing year 
and the fact that CCC will own or control nearly all of the carryover reserves 
of rice each year, it is expected that there will be successive decreases in the 
volume of rice placed under support during each of the fiscal years 1956 and 
1957, compared with actual loans and purchase agreements made during the 
fiscal year 1955. For these reasons also, loan repayments are expected to in- 
crease from 1955 fiscal year levels with less rice delivered to the Corporation. 

It is expected that producers will place about 26 million hundredweight of the 
1955 crop under price support (14 million as loans and 12 million as purchase 
agreements), and that they will place 16 million hundredweight of the 1956 crop 
under support (8 million as loans and 8 million as purchase agreements), com- 
pared with 30.4 million of the 1954 crop placed under support (17.5 million as 
loans and 12.9 million as purchase agreements). It is estimated that 12 million 
hundredweight of the 1955 crop will be delivered to the CCC (half from loans and 
half from purchase agreements) and that the CCC will acquire 5 million hun- 
dredweight from the 1956 crop (3 million from loans and 2 million from purchase 
agreements), compared with about 27 million hundredweight from the 1954 
crop (part of which was delivered after July 1, 1955). 


TOBACCO 
Summary of latest operations 
Objective.—To support the price of 1955-crop tobacco as required by law. 
_Dligibility—Eligible commodity is tobacco of the 1955-crop grown in the 
United States and in Puerto Rico. Eligible borrowers are growers of eligible 
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tobacco who are in compliance with applicable regulations prescribed by the 
Secretary with respect to tobacco acreage allotments and marketing quotas. 
Growers of Pennsylvania Seedleaf type 41 and Maryland type 32 tobacco will 
not receive price support on the 1955 crop since they disapproved marketing 
quotas. 

Operations.—Nonrecourse loans are offered to cooperators at following levels 
during the periods indicated and mature on demand: 
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Loans are made through grower cooperative associations or other responsible 
organizations which act for groups of growers in receiving, handling, and selling 
their tobacco. Costs incurred incidental to placing loan tobacco in storable 
condition and overhead costs of the cooperatives are advanced by CCC to the 
associations and become a part of the principal loan outstanding. No commercial 
insurance is carried on tobacco collateral. In lieu thereof the Corporation as- 
sumes the physical loss or damage on the tobacco and charges the loan account 
with a collateral fee of 144 cents per month per $100 outstanding on the prin- 
cipal amount of the loan on tobacco stored in continental United States and 3 
cents per $100 per month on tobacco stored in Puerto Rico. 

Under the loan agreements the cooperatives in the auction areas bear overhead 
costs in connection with the loan operation in an amount not less than 12 cents 
per hundredweight and are authorized to pass this charge on to the grower. The 
charge in cigar-type areas, where the auction system is not used, will be estab- 
lished at a rate proportionate to the relative costs involved in each area. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; and titles I and IV of the 
Agricultural Act of 1949, as amended (7 U.S. C. 1441, 1421-1431), and section 2 of 
the act of July 28, 1945 (59 Stat. 506). 


Basis of estimate 

Economic factors.—The estimates assume that acreage allotments and market- 
ing quotas will continue in effect on the 1956 crop of tobacco and that based on the 
12 percent reduction in acreage for flue-cured tobacco below the 1955 acreage, 
proclaimed in July 1955, and estimated quota levels for the other kinds, total 
production will be about 1,920 million pounds. This represents a 387 million 
pound decrease in production below the 2,307 million pounds estimated to be 
produced from the 1955 crop. Production from the 1955 crop is unusually high 
hecause of extremely favorable yields of flue-cured tobacco. This crop is cur- 
rently estimated at 1,514 million pounds, which is 200 million pounds above the 
1954 crop, despite the fact that acreage allotted was 5 percent less than for the 
1954 crop. The supply of tobacco during the 1955 marketing year is expected 
to be 6,645 million pounds—350 million pounds more than the preceding year— 
and, as a result of the smaller production from the 1956 crop, tapers off to 6,470 
million pounds during the 1956 marketing year. 

Price support activity—Loans made during the fiscal year 1956 are estimated 
to continue at a high level—on 413 million pounds compared with 339 million 
pounds for the fiscal year 1955—due to extremely favorable yield from the 1955 
crop and heavy supply. With the expected smaller production from the 1956 
crop and decreased supply during the 1956 marketing year loans made during 
the fiscal year 1957 are estimated to drop to 235 million pounds—178 million 
pounds less than for the current fiscal year and 173 million pounds more is 
estimated to be redeemed during the fiscal year 1957 than for the current fiscal 
year—350 million pounds redeemed in 1957 compared with 177 million pounds 
in 1956. 
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WHEAT 
Summary of latest operations 

Objective-—To support the price of 1956-crop wheat at not more than 90 nor 
less than 75 percent of parity as required by law. 

Eligibility Eligible commodity is wheat produced in the continental United 
States in 1956 and shall be (1) any class grading No. 3 or better; or (2) any 
class grading No. 4 or No. 5 on the factor of “test weight” and/or because of 
containing “duram” and/or “red durum” but otherwise grading No. 3 or better, 
and meeting sanitation requirements of Food and Drug Administration in a 
manner determined by the president or executive vice president. Wheat pro- 
ducers in the commercial producing areas must comply with applicable regula- 
tions prescribed by the Secretary with respect to wheat acreage allotments and 
marketing quotas. 

Operations.—Nonrecourse loans will be available from harvest (about May 15, 
1956) through January 31, 1957, and will mature February 28, 1957, in designated 
States and March 31, 1957, in other States, or earlier on demand. The level of 
support in the commercial wheat-producing area will be $1.81 per bushel which 
is 76 percent of transitional parity as of May 15, 1955. 

This announced price will not be reduced, but will be increased if necessary 
because of any increase in parity or decrease in the supply percentage as of 
July 1, 1956, the beginning of the marketing year. The support level outside the 
commercial wheat-producing area will be 75 percent of that in the commercial 
wheat-producing area. Loans may be obtained from approved lending agencies 
or direct from the Corporation through the agricultural stabilization and con- 
servation county committees. Farm-storage loans will be on a note and chattel 
mortgage basis and warehouse-storage loans on a note-and-loan agreement 
basis. 

Purchase agreements will be offered to producers from about May 15, 1956, 
through January 31, 1957. <A producer desiring to deliver wheat to the Corpora- 
tion under a purchase agreement must declare his intention to sell within a 30- 
day period ending on the applicable loan maturity date, or on such earlier date 
as may be determined by the Corporation. The producer will not be obligated 
to sell any specified quantity: however, the number of bushels specified in the 
purchase agreement will be the maximum quantity that may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714¢ thereof; and titles I and IV of 
the Agricultural Act of 1949, as amended (7 U. 8S. C. 1441, 1421-1431). 


Basis of estimate 
Wheat 


Economic factors.—The estimate assumes that acreage allotments and market- 
ing quotas will be in effect for the 1956 crop, as they were for the 1955 and 1954 
crops. Production from the 1956 crop is estimated at 860 million bushels, based 
on the statutory minimum of 55 million acres being planted for harvest as grain 
and average yields. Such a production would be 6 percent less than the 1955 
crop when planted acres for harvest as grain were about the same. The carryin 
for the 1956 marketing year is expected to total at least 1,025 million bushels, 
somewhat higher than the previous record carryin of 1,021 million in 1955. Im- 
ports in both years are likely to be small. Total supplies in the 1956 marketing 
year are estimated at 1,888 million bushels, nearly as high as the record sup- 
plies in 1955 and 1954. Domestic disappearance is not expected to increase sig- 
nificantly in either of the marketing years 1955 or 1956 over the 627 million used 
in 1954. It is assumed that exports will be maintained in both 1956 and 1955 
at around 275 million bushels, about the same level as in 1954, by continuation 
of the Department’s aggressive sales policy, implemented by exports under the 
International Wheat Agreement, the commodity export program, and sales for 
foreign currencies under title I of Public Law 480. Despite the steps being 
taken to reduce production and to increase disappearance, the excessively large 
carryover reserves are not likely to be reduced very much in the next few 
years—unless adverse weather should cut down production, or unless unfore- 
seen foreign requirements should develop. 

_Price support activity—The 1955 crop of wheat is being supported at a na- 
tional average price of $2.08 per bushel, equal to 82% percent of parity on July 1, 
1955, which is the statutory minimum established for that crop by the Agricul- 
tural Act of 1954. The national average support price for the 1956 crop was 
announced on June 10, 1955, at minimum of $1.81 per bushel, subject to approval 
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by farmers of marketing quotas in accordance with the provisions of the Agri- 
eultural Act of 1949. In referendum on June 25, 1955, 77% percent of the wheat 
farmers voted in favor of quotas. The $1.81 support rate is 76 percent of $2.38 
transitional parity (parity of $2.51 less 5 percent) and it applies only in 36 
States in the commercial wheat area (also established by Agricultural Act of 
1954). Support rates in the other 12 States are 75 percent of rates which other- 
wise would be calculated on basis of the national average rate. The support 
rate on the 1956 crop in the commercial area will be $1.81, unless either 76 per- 
cent of transitional parity on July 1, 1956, is greater, or the supply percentage 
on that date indicates a higher minimum level of support. The lower support 
level in the noncommercial area is not a large factor in price support operations 
because only a fraction of 1 percent of United States production normally falls 
in these 12 States. 

When acreage allotments and marketing quotas are in effect for wheat, 
practically all producers in the commercial wheat area comply with their farm 
allotments. 

Because of the estimated progressive decreases in production, supply, and 
support levels, it is expected that there will also be progressive decreases both 
in the volume of wheat to be placed under support and in the amount to be 
aequired by the Corporation during the fiscal years 1956 and 1957. Hence, 
nearly all production is eligib'e for price support. It is estimated that farmers 
will place ahout 275 million bushels of the 1955 crop under support (250 million 
as loans, and 25 million as purchase agreements) and that they will place 
about 225 million bushels of the 1956 crop under support (200 million as loans 
and 25 million as purchase agreements), compared with 431 million of the 1954 
crop placed under support (401 million as loans and 30 million as purchase 
agreements). 

The CCC acquired 455 million bushels of wheat in the fiscal year 1955 (430 
million from collateral delivered and 25 million from purchase agreement 
deliveries) nearly all from the 1954 crop and in addition, it is expected that 
14 million bushels in loans outstanding on July 1, 1955, will be acquired in the 
fiscal vear 1956. It is estimated that the CCC will acquire 225 million bushels 
from the 1955 crop loans and 12 million of that crop under purchase agreement 
deliveries during fiscal year 1956. It is estimated that the CCC will acquire 
175 million bushels from 1956 crop loans and 10 million of that crop under 
purchase agreement deliveries, during fiscal year 1957. 

Sales by CCC during both fiscal years 1956 and 1957 are expected to total 
about 274 million bushels (compared with 251.4 million in 1955) of which about 
26 million may be domestic sales, 83 million may be exported under Public 
Law 480, and other exports may total about 165 million bushels. 


Wheat flour 

Price support activity.—Price support stocks of wheat are exchanged for wheat 
flour and subsequently exported under International Cooperation Administra- 
tion programs for meeting urgent famine or relief requirements authorized by 
title II of the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480). 

During the fiscal year 1955, 68,898,200 pounds of wheat flour at a cost of 
$5,334,312 was so shipped. It is estimated that 108 million pounds of wheat 
flour at a cost of approximately $8 million will be shipped during each of the 
fiscal years 1956 and 1957. 


Price Support ProGRAM, MANDATORY NONBASIC COMMODITIES 


HONEY 
Summary of latest operations 


Objective—To support the price which beekeepers receive for honey as re- 
quired by law. 

Eligibility.—Eligible participant is any individual, partnership, association, or 
corporation producing 1955-crop extracted honey. 

Eligible commodity is limited to extracted honey of the 1955 crop produced 
in continental United States, Hawaii, and Puerto Rico, packed in 60-pound or 
larger containers, equivalent to or better than United States grade C, and not 
objectionable in flavor. 

Operations.—Nonrecourse farm-storage loans and purchase agreements are 
available from April 1, 1955, through December 31, 1955, and will mature not 
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later than March 31, 1956. Direct purchases are authorized in Hawaii and 
Puerto Rico. 

The national average support price of 9.9 cents a pound reflects 70 percent 
of parity as of February 15, 1955, adjusted to the 60-pound container level. 

Loans are made on a note-and-chattel-mortgage basis and may be obtained from 
approved lending agencies or direct from CCC through the agricultural stabiliza- 
tion and conservation county committees. Loan rate is determined on the basis 
of samples from the lot or lots which will be placed under loan. Honey is to 
be stored in approved storage structures located on or off the producers’ premises, 
excluding public warehouses. Producers are obligated to maintain the struc- 
tures in good repair and keep honey in good condition. 

Purchase agreement deliveries will be accepted within the maximum quantity 
specified in the agreement. 

Contracts on a negotiated or bid basis may be entered into with commercial 
honey packers for processing or repackaging which may be required either to 
protect or to facilitate the disposition of the commodity. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; and titles II and IV of 
the Agricultural Act of 1949 (7 U. S. C. 1446, 1421-1431). 


Basis of estimate 

Economic factors.—It is estimated that the production of honey in 1955 and 
1956 marketing years will be 248 and 240 million pounds, respectively, both years 
representing more than a 10-percent increase over the production for the 1954 
marketing year. With imports expected to remain fairly stable at the level of 
those for the 1954 marketing year, and relatively small carry-ins, total supplies 
of 258 and 266 million pounds for the respective 1955 and 1956 marketing years 
are indicated as compared with a total supply of 237 million pounds in 1954. 
Total disappearance in the 1955 and 1956 marketing years is estimated to be 
much higher than for 1954, with increasing domestic use approximately offset- 
ting decreased exports. 

Price support activity.—Because of the estimated increase in production and 
supply over the level for the 1954 marketing year, it is expected that price support 
will be extended on 4 million and 6 million pounds of honey during the respective 
fiscal years 1956 and 1957 compared with about 1.5 million pounds entering the 
support program during the fisca' year 1955. It is expected also that 1 million 
pounds of honey will be delivered during 1956 and 4 million pounds will be de- 
livered in 1957. This is an increase over corresponding activity during the fiscal 
year 1955, when no honey was taken over. Sales are expected to increase from 
less than 1 million pounds during the fiscal year 1955 to 1 and 4 million pounds, 
respectively, in the fiscal years 1956 and 1957, mostly through section 32 outlets. 


MILK AND BUTTERFAT 


Summary of latest operations 

Objective-——To support the general level of prices to producers of milk and 
butterfat and the products of such commodities from April 1, 1955, to March 31, 
1956, as required by law. 

Hligibility.—Eligible dairy products must be produced and located in the con- 
tinental United States and must be in units of not less than tariff minimum ear- 
lots for the area where the products are located. The following products are 
eligible at maximum rates indicated: 


Butter (solid packed in commercial containers) 


[Cents per pound] 


U.S. 
grade A or 
higher 


U.S. 
grade B 


58. 25 
57.5 
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American Cheddar cheese, United States grade A or higher (packed in 
commercial domestic or export containers) : 


et eine ceaadane ete ae 
Domestic packages 


Nonfat dry milk solids, U. S. Extra grade (packed in export containers) 


[Cents per pound] 


| Large &mall 
| containers containers 


ES Sooo tt iid ant ePeinke ack Scere kee anna bobs bebnateaaneaeey -7 
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Operations.—Purchases are made from manufacturers and handlers of dairy 
products on the basis of offers and acceptances pursuant to announcements set- 
ting forth the terms and conditions of purchase. Purchase contracts are to be 
dated after March 31, 1955, and not later than March 31, 1956, for delivery not 
later than May 31, 1956. 

Purchases of butter are on a basing point method. Base prices will be at 
the four terminal markets listed above. The purchase price at other points will 
be at the price of the market named by the seller less 80 percent of the lowest 
published domestic railroad carlot freight rate per pound gross weight from 
the offer point to the designated market. Purchase prices were computed to 
reflect a general level of prices to producers of 76 percent of butterfat parity price 
and 80 percent parity equivalent price (as of April 1, 1955) for milk used in 
manufacturing principal dairy products of $3.15 per cubicweight for manufac- 
turing milk testing 3.95 percent and 56.2 cents per pound for butterfat. 

Donations under section 416 to the Administrator of Veterans’ Affairs, and to 
the Secretary of the Army, acting also for the Navy, Marine Corps, and Air 
Force, is authorized for price-supported dairy products (including milk). An 
allowance by CCC is made for surplus fluid milk purchased by the above agencies 
at rate of $4.10 per hundredweight. The latter program will expire on December 
31, 1956. 

To support dairy prices, beginning September 1, 1954, and ending June 30, 
1956, not to exceed $50 million annually of CCC funds shall be used to increase 
the consumption of fluid milk by children in nonprofit schools of high-school grade 
and under. Payments are made through the facilities of the school lunch pro- 
gram upon certifications of use of additional milk by local schools. This operation 
is administered by the Agricultural Marketing Service. 

The President, in his farm message of January 9, 1956, recommended that this 
special school milk program be extended for 2 years beyond June 30, 1956, with 
authorization to use CCC funds increased from 50 to 75 million dollars a year. 
If this program is extended by the Congress expenditures of the Corporation in 
1957 will increase accordingly. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; and title II of the Agri- 
eultural Act of 1949 (7 U. S. C. 1446) as amended by the Agricultural Act of 
1954 (Public Law 690, 83d Cong.) 


Basis of estimate 


Economic factors.—Milk production on farms in the 1955 marketing year is 
expected to total 124.5 billion pounds, 1.5 billion pounds more than the previous 
marketing year. It is estimated that milk production in the 19°6 marketing 
year will increase to 126 billion pounds. Plentiful feed supplies and unfavorable 
prices of other livestock enterprises will tend to encourage production. 

It is estimated that civilian per capita consumption of milk and its products 
will increase during the 1955 marketing year due to increases in consumer dis- 
posable incomes, Government distribution of dairy products, fluid milk con- 
sumption under the special school milk program, and promotional activity by the 
dairy industry. The per capita rate of consumption in the 1956 marketing year 
is assumed to remain unchanged from the 1955 marketing year. 

Price-support activity—Support prices for manufacturing milk and butterfat 
are assumed to remain unchanged from current levels in the 1956 marketing 
year. Based on the parity data for March 1955, these prices would represent 
80 percent of the parity equivalent price for manufacturing milk and 76 percent 
of parity for butterfat. Despite the increasing milk production, the estimated 



















” . 7 SRR RREAHy ie nes a 
sap! SeaE Rae Eb Sece WUC in A Ag Rese te Me Saeed VE gi otER = Sileiee Mince ; 


1797 


increasing demand for milk and dairy products, due in part to the promotional 
activity of the industry itself, is expected to contribute to holding up average 
farm prices to the support level. CCC purchases of dairy products during the 
fiscal years 1956 and 1957 therefore, are estimated to remain at relatively lower 
levels than in some of the recent years. 

Percentagewise, CCC purchases are estimated to represent 3.8 percent of milk 
production in the marking year 1955 and 3.5 percent in the marketing year 1956 
as compared with 4.7 percent in 1954 and nearly 10 percent in 1953 when support 
levels of 90 percent of parity were in effect. 

Exports of CCC stocks of butter, cheese, and nonfat dry milk solids in the 
1955 marketing year will increase over a year earlier, largely as a result of 
donations for welfare uses as authorized by section 416 of the Agricultural Act 
of 1949, as amended. In the 1956 marketing year because of the lower level of 
CCC stoeks and the higher priority of domestic outlets, exports of CCC butter 
expected to decline sharply from a year earlier and exports of nonfat dry milk 
solids are expected to decline moderately. Exports of cheese are expected to 
continue at about the 1955 level during the 1956 marketing year. It is estimated 
that by the end of the fiscal year 1957, CCC will have exhausted its inventory of 
butter and have on hand only 40 million pounds of cheese and 93 million pounds 
of dried milk. 

MOHAIR 
Summary of latest operations 

Objective——To support the price of mohair during the marketing year April 1, 
1956, through March 31, 1957, as required by law. 

EHligibility—Mohair produced in the continental United States, its territories 
and possessions and shorn on or after January 1, 1956, and marketed on or after 
April 1, 1956, but not later than March 31, 1957. 

Operations.—Price of domestic shorn mohair is supported at 70 cents per pound, 
which is approximately 92 percent of the parity price for mohair as of August 
15, 1955. While mohair support levels shall be at a level comparable to the wool 
incentive price, the mohair price level may vary as much as 15 percent above or 
below the comparable percent-of-parity wool incentive level. Payments are 
made to eligible producers, based on their net sales proceeds from shorn mohair 
marketed during the 1956 marketing year. Such payments are reimbursable from 
70 percent of the annual specific duties collected on wool and wool manufac- 
tures. Payments to producers are on a percentage basis, reflecting the difference 
required to bring the national average price received by all producers up to the 
announced support level. Applications by producers for payment, determining 
producers’ eligibility for payments, and computation of payments will be made 
through Agricultural Stabilization and Conservation county committees. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U.S. C. 714-7140), particularly section 714c thereof; and the National Wool Act 
of 1954 (title VII of the Agricultural Act of 1954, Public Law 690, 83d Cong., ap- 
proved August 28, 1954). 


Basis of estimate 


Economie factors.—Prices received for mohair thus far during the 1955 mar- 
keting year have been above the support price of 70 cents per pound. While prices 
for mohair may decline from current levels, it is expected they will average higher 
than the support level for the 1955 and 1956 marketing years. 

There are some indications that consumption in the United States and exports 
are somewhat smaller than last year. However, recent price declines to pro- 
ducers may stimulate some increase in consumption in this country and also in 
exports. Information from trade sources indicates that prices for mohair in 
— Africa are higher than the tariff-protected prices for mohair in the United 

tates. 

Price support activity.—No price support activity on mohair was required dur- 
ing the 1955 fiscal year as market prices during the 1954 marketing year aver- 
aged higher than the support price of 64.3 cents per pound. 

At this time, prices to producers are not expected to decline to levels that will 
require payments on mohair during the 1955 or 1956 marketing seasons. 


TUNG NUTS 


Summary of latest operations 
Objective.—To support the price of 1955-crop tung nuts as required by law. 
Eligibility —Producers of 1955-crop tung nuts. Tung nuts must be matured, 


air dried with hard hulls and suitable for milling. Tung oil must meet Federal 
Specifications, 
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Operations.—Purchase agreements are available on eligible tung nuts from 
November 1, 1955, through January 31, 1956, at $50.70 per ton, basis 18.5 percent 
oil content. This reflects 60 percent of September 15, 1955, parity, which is not 
less than 60 percent of the estimated November 1, 1955, parity. The producer 
may deliver tung nuts or tung oil at his option, so long as the quantitv does 
not exceed the maximum amount of tung nuts, or tung oil equivalent, specified in 
the purchase agreement. Notice of intention to deliver tung nuts must be made 
known by producers within a 30-day period ending March 31, 1956, and to deliver 
tung oil within a 30-day period ending October 31, 1956. 

Nonrecourse loans and purchase agreements on eligible tung oil are available 
from November 1, 1955, through June 30, 1956, maturing October 31, 1956, or 
earlier on demand. The loan and purchase agreement rate for eligible tung oil, 
19.6 cents per pound, was determined on the basis of a formula involving the 
support level of tung nuts and the milling fee and oil outturn per ton of nuts. 
Loans are made on a note-and-loan agreement basis with a warehouse receipt 
constituting the security. Loans may be obtained from anproved lending agen- 
cies or direct from the Corporation through the Agricultural Stabilization and 
Conservation county committees. 

Authorityu.—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof: and titles II and IV of 
the Agricultural Act of 1949 (7 U. S. C. 1446, 1421-1431). 


Basis of estimates 


Economic factors.—Domestie production of tung oil from the 1955 tung nut 
crop was greatly affected by the severe freeze early in 1955 which destroved 
about the entire nut crop and also resulted in damage to some trees. However, 
because of new tree stock coming of bearing age and the tendency of heavy bhear- 
ing after a crop failure, a production of 121,000 tons of tung nuts yielding about 
40 million pounds of oil is estimated from the 1956 marketing year. This is 
an increase of 37 million pounds in the production of oil over the estimated 1955 
erush. Total supplies of oil during the 1956 marketing year will be apnroxi- 
mately 89 million pounds, including imnorts estimated at 30 million pounds. 
Domestic disappearance is estimated at 46 milion nounds during the 1956 market- 
ing year, approximately the same as for the last 3 years. 

Price support activity—RBecause of the estimated increase in production and 
supply of tung oil during the 1956 marketing year it is expected that loans made 
during the fiscal year 1957 will increase to 30 million nounds and that 2 million 
pounds will be placed under purchase agreements. Price support estimated to 
be extended on tung oil during the fiscal year 1956 is expected to be negligible due 
to the failure of the 1955 tung nut crop. CCC inventories from older programs 
are expected to be almost entirely sold hefore the close of the fiscal year 1956. It 
is estimated that 5 million pounds will be redeemed during the year and that 
loans outstanding on June 30, 1957, will be 25 million pounds. 


WOOL 
Summary of latest operations 


Objective.—To support the price of wool during the marketing year April 1, 
1956, through March 31, 1957, at an incentive level necessary to encourage an 
annual domestic production of approximately 300 million pounds of shorn wool, 
grease basis, as required by law. 

Eligibility—Domestic wool shorn on or after January 1, 1956, and marketed on 
or after April 1, 1956, but not later than March 31, 1957. Pulled wool from sheep 
and lambs marketed on or after April 1, 1956, but not later than March 31, 1957. 

Operations.—Price of domestic shorn wool is supported by incentive payments to 
producers, based on their net sales’ proceeds from shorn wool marketed during the 
1956 marketing year. Such payments are reimbursable from 70 percent of the 
annual specific duties collected on wool and wool manufactures. Pulled wool is 
supported by payments on the live weight of sheep and lambs, according to pelt 
classifications, marketed during the 1956 marketing year. Incentive payment for 
domestic shorn wool is 62 cents per pound, grease basis, being 106 percent of the 
parity price as of August 15, 1955. The incentive price for pulled wool will be 
figured at a rate per hundredweight of live animal to compensate for the wool at 
a price relationship comparable to the incentive payments for shorn wool. TPay- 
ments supporting domestic shorn and pulled wool are made to eligible producers 
on a percentage basis, reflecting the amount required to bring the national average 
price received by all producers up to the announced incentive levels. Applications 
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by producers for payment, determining producers’ eligibilitiy for payments, and 
computation of payments, will be made through agricultural stabilization and 
conservation county committees. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. 8S. C. 714-7140), particularly section 714c thereof; and the National Wool Act 
of 1954 (title VII of the Agricultural Act of 1954, Public Law 690, 83d Cong., 
approved August 28, 1954). 


Basis of estimate 


Economic factors.—Domestiec wool production during 1955 marketing year is 
expected to be slightly smaller than that in 1954, and to be about the same in 
1956 as in 1955. 

The average price receivied by farmers for wool August 15, 1955, was 42.8 cents 
per pound, compared with 53.8 cents a year ago, a decline of 11 cents per pound, 
or slightly more than 20 percent. Boston prices and prices in foreign markets 
for wool have shown declines of approximately 10 percent to 25 percent from 
prices prevailing a year ago. Recent prices for wool by class and grade in Boston 
were slightly below relationship to prices for wool in foreign markets as compared 
with a year ago. 

The high rate of economic activity and the high level of consumer incomes 
favors some improvement from recent price levels for domestic wool. United 
States mill consumption of apparel wool duruing 1955 through July was 5 percent 
higher than during the same period last year. However, a sharp rise from current 
levels of prices for wool is not expected. World production of wool is increasing 
and consumption has declined in some European countries. Also, CCC has in 
inventory approximately 150 million pounds of wool—about 3 months’ United 
States requirements at the recent rate of cons i ispos J hile it is 
planned to market this wool in an orderly manner with the least adverse effect 
upon the market, the disposal of wool in the CCC inventory will tend to retard 
price advances in this country. 

Wool price trends in the United States will depend a great deal upon price 
trends in foreign markets. Prices at the Australian auctions which commenced 
on August 29, 1955, for the new season were below a year ago. This decline had 
been anticipated and domestic prices were thought to have about discounted the 
opening prices at Australia. However, since the opening prices in Australia have 
shown further declines, while prices for domestic wools also have shown a further 
slight ease but have not as yet shown signs of a recovery. 

Price support activity—Payment program.—tThe incentive price for shorn wool 
for the 1956 marketing year will be 62 cents per pound, the same as for the 1955 
marketing year. The estimated average payment of 20 cents on shorn wool rep- 
resents the difference between the incentive price and the average price of 42 
cents estimated to be received by farmers during those years. 

Such payments on 228 million pounds of shorn wool, plus average incentive pay- 
ments of 16 cents on 65 million pounds of wool from 13 million hundredweight of 
eligible lambs and yearlings expected to be marketed during each year, will total 
$56 million, or an average incentive payment of 19.1 cents per pound on all mar- 
ketings, during each of the fiscal years 1956 and 1957. 

Inventory.—It is estimated that all but about 27 million pounds of the wool 
in the CCC inventory will be sold by the end of the 1957 fiscal year. 


PRICE Support ProGRAM, OTHER NONBASIC CoM MODITIES 
BARLEY 


Summary of latest operations 


Objective.—To support the price of 1955-crop barley as a feed grain in order to 
maintain farm income and economic stability. 

Lligibility —Eligible commodity is barley produced in continental United 
States in 1955 and grading No. 5 or better or No. 5 Garlicky or better. Eligible 
participants are producers of 1955-crop barley, who are in compliance with any 
regulation prescribed by the Secretary governing the eligibility for price support. 

Operations.—Nonrecourse loans are available from about May 15, 1955, 
through January 31, 1956, and will mature on April 30, 1956 (except that any 
earlier maturity date may be established for any State by the President or Execu- 
tive Vice President, CCC), or earlier on demand. The national average support 
price was 94 cents per bushel, 70 percent of November 15, 1954, parity price for 
all barley. Loans may be obtained from approved lending agencies or direct 
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from the Corporation through the Agricultural Stabilization and Conservation 
county committees. Loans will be made on a note-and-chattel-mortgage basis 
for farm-stored barley and on a note-and-loan-agreement basis secured by ware- 
house receipts for warehouse-stored barley. 

Purchase agreements are offered to producers from about May 15, 1955, 
through January 31, 1956. A producer desiring to deliver barley to the Corpora. 
tion under a purchase agreement must declare his intention to sell within a 
30-day period ending on the applicable loan maturity date. The producer will 
not be obligated to sell any specified quantity ; however, the number of bushels 
specified in the purchase agreement is the maximum quantity that may be 
delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 U. S. 
C. 714-7140), particularly section 714c thereof; and titles III and IV of the 
Agricultural Act of 1949 as amended (7 U. S. C. 1447-1449, 1421-1431). 


Basis of estimate 

Economic factors.—Because of acreage-reduction programs in effect on all 
basic crops, particularly wheat, production from the 1956 crop of barley is 
estimated at 385 million bushels, only slightly less than the 1955 crop of 386.6 
million bushels, but 15 million bushels above the 1954 crop. With imports 
estimated to be stabilized at about the same level as for the 1954 marketing 
year, very large supplies are indicated for both the 1955 and 1956 marketing 
years. Although rather substantial increases in domestic disappearance and 
exports are estimated for the next 2 years, the carryover in the 1956 marketing 
year is estimated at 150 million bushels and the carryover in 1957 is estimated 
at 140 million bushels, compared with approximately 130 million in 1955. The 
1949-53 average carryover was about 80 million bushels, which can be con- 
sidered as normal. 

Price-support activity—On December 13, 1954, the Department announced 
that the national average support level for the 1955 crop of barley would be 
dropped to 94 cents per bushel, equal to 70 percent of parity, compared with 
support for the 1954 crop at $1.15 per bushel—85 percent of parity. The budget 
estimate is predicated upon a continuation of the support level for the 1956 crop 
at 70 percent of parity. With increased production, supplies, and carryouts in 
prospect, heavy participation in the support program is indicated for both the 
1955 and 1956 crops. It is estimated that farmers will place 100 million bushels 
of the 1955 crop under support (85 million as loans and 15 million as purchase 
agreements) and that they will place 90 million bushels of the 1956 crop under 
support (80 million as loans and 10 million as purchase agreements), compared 
with 109.4 million bushels of the 1954 crop placed under support (95.1 million 
as loans and 14.3 million as purchase agreements). The gradual decline in 
price-support activity is attributed to the lower support levels and the estimated 
increased use of barley for feed and exports. 

It is expected that the major portion of barley entering the support program 
will be delivered to the Corporation—74 million bushels during the fiscal year 
1956 and 64 million bushels during 1957, compared with actual deliveries of 94 
million bushels during fiscal 1955. This decline also is attributable to the same 
factors affecting the decrease in barley placed under support. 

Despite anticipated increases in both domestic and export sales during the 
1956 and 1957 fiscal years, partially as a result of anticipated domestic demands 
for barley as feed and sales under Public Law 480 (57 million bushels and 61 
million bushels for fiscal years 1956 and 1957, respectively, compared with 34 
million bushels sold during fiscal 1955), holdings of barley by CCC are estimated 
to increase to 91 million bushels by the end of fiscal year 1956, and to 94 million 
bushels by the end of fiscal year 1957, compared with actual holdings of 74 
million bushels at the close of fiscal year 1955. 


BEANS, DRY, EDIBLE 


Summary of latest operations 


Objective—To support 1955 crop dry edible beans at prices designed to help 
keep this year’s acreage in approximate balance with needed production without 
resort to acreage allotments, and to promote orderly marketing. 

Eligibility —Eligible commodity is dry edible beans of the classes: Pea and 
medium white, Great Northern, small white, flat small white, pink, small red, 
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Pinto, Red Kidney, large lima, and baby lima, produced in the United States in 
1955, grading No. 2 or better and containing not in excess of 18 percent moisture. 
Eligible participants are producers or cooperative marketing associations of pro- 
ducers which meet requirements of eligibilty established by the president or ex- 
ecutive vice president, CCC. 

Operations.—Nonrecourse warehouse stored and farm-stored loans are avail- 
able in all States except New York from harvest (about August 15, 1955) through 
January 31, 1956, and will mature on February 29, 1956, in the case of beans stored 
in the States of Michigan and Pennsylvania and on April 30, 1956, in all other 
States. The support prices reflect an average of $6.36 per 100 pounds or 70 
percent of the February 15, 1955, parity for all dry edible beans. 

Loans are made on a note-and-chattel mortgage basis in farm-stored beans and 
on a note- and loan-agreement basis for warehouse-stored beans. Loans may be 
obtained from approved lending agencies or direct from the Corporation through 
the agricultural stabilization and conservation county committees. 

Purchase agreements are offered from harvest through January 31, 1956, in all 
States. In New York State only commercial loans based on purchase agreements 
will be made to producers who want them. A producer who elects to deliver 
beans to the Corporation under a purchase agreement must declare his intention 
to sell within a 30-day period ending February 29, 1956, in Michigan, Pennsyl- 
vania, and New York and on Aril 30, 1956, in all other States, or such earlier 
date as may be prescribed by the president or executive vice president, CCC. The 
producer is not obligated to sell any specified quantity; however the quantity 
specified in the purchase agreement is the maximum quantity that may be 
delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140) particularly section 714c thereof; and titles III and IV of the 
Agricultural Act of 1949, as amended (7 U. S. C. 1447-1449, 1421-1431). 


Basis of estimate 

Economie factors.—Acreage and production of dry edible beans are likely to 
decline moderately in 1956, largely because of lower prevailing prices compared 
with other recent years. Production (cleaned basis) from the 1956 crop is 
estimated at 16.5 million hundredweight, compared with 17.5 million in 1955, 
and 17.0 in 1954. The carryover into 1956 marketing year is estimated at 3.3 
million hundredweight, compared with 3.0 million in 1955, and 2.2 million in 1954, 
Total supplies in the 1956 marketing year are expected to be about 20.0 million 
hundredweight, compared with 20.6 million in 1955 and 19.3 million in 1954, 
The bulk of the carryovers in the 1956 and 1957 marketing years is expected to 
be in CCC inventory, as they were in 1955. Domestic consumption and exports 
are expected to increase only moderately in the next 2 years. , 

Price support activity—On March 11, 1955, the Department announced that 
the 1955 crop of dry edible beans would be supported at a national average price 
of $6.36 per hundredweight, based upon 70 percent of parity, compared with a 
support price of $7.24 for the 1954 crop which was equal to 80 percent of parity, 
This budget estimate assumes the support level for the 1956 crop will continue 
at 70 percent of parity. 

Because of lower acreage and production estimated for the 1956 crops, and 
the fact that the Government will own or control most of the surplus stocks, 
resulting in farm prices generally averaging close to the loan rate or better, 
it is expected that farmers will place fewer beans under support during the 
fiscal year and that loan repayments will be somewhat higher. It also follows 
that deliveries to CCC from this crop will be smaller than in preceding years. 

It is expected that farmers will place about 4.9 million hundredweight of the 
1955 crop under price support (4 million as loans and 900,000 as purchase 
agreements) and that they will place 3.5 million hundredweight of the 1956 
crop under support (3 million as loans and 500,000 as purchase agreements) 
compared with a total of 4 million hundredweight of the 1954 crop placed under 
support (3.5 million as loans and 539,000 as purchase agreements). 

It is expected that redemptions by borrowers will be greater in both fiscal years 
1957 and 1956 than in 1955, and that deliveries to CCC may be considerably less 
in the fiscal year 1957 than in the 2 previous years. Acquisitions by CCC are 
estimated at 1.7 million hundredweight in the fiscal year 1957 and 3 million 
in 1956, the latter being about the same as in 1955. 

The CCC is expected to own about 3.5 million hundredweight of beans on 
June 30, 1956, and about 2.7 million on June 30, 1957, the latter being close to the 
reported inventory of 2,752,000 hundredweight as of June 30, 1955. It is not 
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likely that the CCC will be able to dispose of any substantial quantity of beans 
under title I of Public Law 480 (sales for foreign currency) in the next. 2 years, 
as none moved under this program during the fiscal year 1955; but 200,000 to 
300,000 hundredweight may be shipped under title Il of this act (foreign relief) 
in each of the next 2 years. It is contemplated, however, that CCC may be able 
to dispose of the majority of its acquisitions by other exports. On August 22, 
1955, the Department announced that it would donate up to 600,000 hundred- 
weight of dry edible beans for domestic use, through school-lunch programs 
and other eligible outlets. The bulk of these donations will occur during the 
fiscal year 1956 and no similar program has been projected for the fiscal year 1957, 


COTTONSEED 
Summary of latest operations 

Objective——To support the price of 1955-crop cottonseed to eligible producers. 

Eligibility —(a) Commodities: 

(1) Cottonseed containing not more than 11 percent moisture produced 
in the United States in 1955 by an eligible producer. Moisture content is 
not applicable to purchases. 

(2) Cottonseed and products from ginners and oil mills under contract 
with CCC. 

(b) Participants: 

(1) Producers of 1955-crop cottonseed as individuals, partnership corpo- 
rations, associations, or other legal entity. 

(2) Participating ginners (those filing notice with county committee of 
intention to participate in program). 

(3) Participating oil millers. 

Operations.—Loans: Farm-storage nonrecourse loans will be made through 
January 31, 1956, maturing March 1, 1956, or earlier on demand, at $46 per ton 
for basis grade (100), about 65 percent of February 15, 1955, parity. Loans 
may be obtained direct from CCC through agricultural stabilization and conser- 
vation county committees and through approved lending agencies. Loans will 
be on note-and-chattel-mortgage basis for cottonseed stored in approved struc- 
tures (on or off farm) provided no warehouse receipts are outstanding. 

Purchases.—CCC will issue an open offer to purchase cottonseed from pro- 
ducers and participating ginners through February 29, 1956. The purchase rate 
to ginners will be $46 per ton for basis grade (100) cottonseed, f. 0. b. gin, and 
to producers $42 per ton. Ginners must agree to pay eligible producers not less 
than the support price. CCC may also issue an open offer to purchase cotton- 
seed from participating oil mills. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; and titles III and IV of 
the Agricultural Act of 1949 (7 U. S. C. 1447-1449, 1421-1431). 


COTTONSEED AND PRODUCTS 
Basis of estimate 

Economic factors.—The production of cottonseed during the 1956 marketing 
year is estimated at 4,200,000 tons compared with 6,119,000 tons estimated for 
1955 and an actual production of 5,702,000 tons during 1954. ‘These estimates 
are in line with the estimated decreases in the production of cotton resulting 
from acreage controls. The production of flaxseed and soybeans, however, which 
is not subject to acreage control and from which competing oils are derived is 
expected to increase from the 1954 crop levels. 

Price support activity.—In order to bring about a better balance between the 
consumption and production of oilseeds, the Department announced that sup- 
port levels on the 1955 crops would be as follows: Soybeans, 70 percent of parity; 
flaxseed, 65 percent ; cottonseed, 65 percent. While each of these support levels 
is lower than for the preceding years’ crops of these commodities, the levels for 
soybeans and flaxseed are in line with those for other nonbasic crops and should 
encourage adequate plantings, but with less incentive for excessive plantings of 
these two oilseed crops in 1955. The support level for cottonseed was fixed in 
consideration of the lowered support for soybeans and flaxseed and maintains 
the same relationship in support levels as existed between soybeans and cotton- 
seed for the 1954 crop. This is expected to result in lessening of competition for 
soybeans and a strengthening of the price relationship of cottonseed oil and meal 
relative to soybean oil and meal. A further difference in the support program 
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for cottonseed is that it will be operated without a product purchase (the so- 
called package program for cottonseed oil, meal, and linters). The estimated 
price-support activity on the 1956 crops of these three commodities has been 
predicated upon a continuation of these announced policies. 

Under this new approach, and with a lower cotton acreage, the adjusted level 
of support is expected to give producers an assurance of reasonable price support 
while permitting cottonseed products to move readily into domestic and export 
channels. Consequently, the estimates assume that prices paid to farmers for 
cottonseed will generally. remain at or above the price-support level during the 
fiscal years 1956 and 1957; that only a nominal amount of cottonseed will be 
placed under loan or purchased (loans, 2,000 tons ; purchases, 20,000 tons) and 
that all cottonseed will either be redeemed or sold within the same fiscal year. 
It is expected that purchase operations will be carried out in localized areas only 
if it becomes necessary to do so to stabilize prices. 

Estimated sales of 268 million pounds of refined cottonseed oil and 132 million 
pounds of meal from CCC inventories during the fiscal year 1956 will exhaust 
holdings of these commodities and no further acquisitions are expected in 1957. 
Estimated sales from CCC stocks of 273,000 bales of linters during the fiscal year 
1956 and 400,000 bales in 1957 will reduce CCC’s inventory from 1,210,861 bales 
as of June 30, 1955, to an estimated 572,144 bales as of June 30, 1957. 


FLAXSEED 
Summary of latest operations 

Objective—To support the price of 1955 crop flaxseed at a level which will 
tend to bring supplies more in line with demand. 

Eligibility.—Eligible flaxseed is that produced in 1955 and grading No. 2 or 
better. Eligible participants are producers of 1955 crop flaxseed. 

Operations.—Nonrecourse loans are available from about April 1, 1955, through 
October 31, 1955, in Arizona and California and through January 31, 1956, in all 
other States. The national average support price for flaxseed grading No. 1 will 
be $2.91 per bushel, which is 65 percent of the parity price of all flaxseed as of 
February 15, 1955. Loans will mature on January 31, 1956, or earlier on demand 
in Arizona and California and on April 30, 1956, in all other States. Loans may 
be obtained from approved lending agencies or direct from the Corporation 
through the Agricultural Stabilization and Conservation county committees. 
Loans will be made on a note-and-chattel mortgage basis for flaxseed stored on 
the farm and on a note-and-loan agreement basis when stored in an approved 
publie warehouse. 

Purchase agreements are available on eligible flaxseed for the same periods 
and areas as are loans. A producer electing to deliver flaxseed to the Corpora- 
tion must declare his intention in this regard within a 30-day period ending 
January 31, 1956, in Arizona and California and ending April 30, 1956, in all 
other States, or on such earlier dates as may be prescribed by the Corporation. 
The producer is not obligated to sell any specific quantity ; however, the number 
of bushels specified in the purchase agreement is the maximum quantity that may 
be delivered. 

Direct purchases are authorized from harvest through July 31, 1955, in desig- 
nated Texas counties where flaxseed produced contains excess moisture and can- 
not be stored without deterioration. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U.S. C. 714-7140), particularly section 714¢ thereof; and titles III and IV of the 
Agricultural Act of 1949 (7 U. S. C. 1447-1449, 1421-1431). 


Basis of estimate 


Economic factors.—Because of acreage reduction programs in effect on the 
“basic” crops, particularly wheat production from the 1956 crop of fiaxseed is 
likely to continue at a level far in excess of normal requirements. The 1956 
production from 5.5 million planted acres at average yields, is estimated at 47 
million bushels. This compares with 43 million bushels, produced from 5.3 
million acres in 1955, at yields somewhat below average; and a production of 
41.5 million bushels from a record 5,959,000 acres planted in 1954, at v lds 
considerably below normal. There will continue to be no imports because of 
restrictions under the provisions of section 22 of the Agricultural Adjustment 
Act. With sizable carryovers of from 10 to 11 million bushels each year sup- 
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plies in each of the marketing years 1955 and 1956 are likely to total sub- 
stantially more than anticipated domestic and export needs. 

Price support activity—On March 16, 1955 the Department announced that 
the national average support price for the 1955 crop of flaxseed would be $2.91 
per bushel, equal to 65 percent of parity. The 1954 crop was supported at $3.14 
per bushel, which was 70 percent of parity in mid-September 1953. This budget 
estimate assumes that the support level for the 1956 crop will continue at 65 
percent of parity. With supplies of flaxseed likely to be in about the same sur- 
plus during the 1955 and 1956 marketing years, as they were in 1954, it is ex- 
pected that price support activity will continue on about the same level for the 
1955 and 1956 crops as for the 1954 crop. It is now estimated that farmers will 
place about 8 million bushels of flaxseed under loan and about 3 million bushels 
under purchase agreement, during each of the fiscal years 1956 and 1957, roughly 
the same as during the fiscal year 1955. Deliveries to CCC are expected to 
total about 9 million bushels in each of the fiscal years 1956 and 1957, compared 
with actual deliveries of 11.7 million bushels in 1955. Redemptions are expected 
to be a little larger in the next 2 years, because it is felt that farm prices will 
average close to the effective support levels (the loan less storage costs) and 
CCC will continue to own or control most of the surplus stocks in the country. 

It is expected that CCC inventories of seed will continue to average from 6 to 
7 million bushels at the end of each fiscal year. Since domestic consumption 
of oil is likely to remain fairly constant, this means that CCC will have to dis- 
pose of some of its stocks each year by crushing in addition to exporting 5 to 
6 million bushels per year as seed, and 3 to 4 million bushels per year as oil, 
at world prices. 

Linseed oil—From the 8 million bushels of flaxseed expected to be acquired 
from operations of the 1955 crop flaxseed, it is estimated, that CCC will contract 
to crush 4 million bushels in the fiscal year 1957 thereby acquiring about 80 
million pounds of linseed oil. This compares with the contracting to crush 
4,545,000 bushels from the 1954 crop and acquiring about 91 million pounds of 
linseed oil in the fiscal year 1956. It is estimated that CCC will sell all of its 
acquisitions of 91 million pounds of oil acquired in the fiscal year 1956 prior to 
June 30, 1956, together with its carryover stocks of 55 million pounds. It is 
also estimated that the 80 million pounds of oil acquired in 1957 will be sold 
prior to June 30, 1957. 

NAVAL STORES 
Summary of latest operations 

Objective.—To help maintain adequate supplies and facilitate the orderly dis- 
tribution of gum naval stores produced in the United States by supporting the 
level of prices to producers. 

Eligibility—FEligible naval stores include (1) processed turpentine meeting 
prescribed specifications and stored in approved bulk tanks, (2) processed rosin, 
federally graded X through I, packed in specified metal drums and placed in 
approved storage, and (3) the turpentine and rosin content of crude gum 
stored at processing plants adequately equipped with crude gum storage facili- 
ties. Producers may pledge the turpentine and rosin content of stored crude 
gum, the warehouseman being obligated to process the gum within specified 
time limits and deliver processed turpentine and rosin equal to or better than 
the grades and weights on which the loan is based. 

Eligible borrowers are producers who are members of the American Turpen- 
tine Farmers’ Association Cooperative, of Valdosta, Ga., CCC’s borrower, and 
who cooperate in the Department’s 1955 gum naval stores conservation program 
or otherwise follow good forestry conservation practices as determined by the 
association on the basis of standards established by State and Federal forestry 
services. 

Operations.—Loans are governed by an agreement between CCC and the pro- 
ducer association borrower representing about 95 percent of domestic gum pro- 
duction. Loans were available to eligible producers throughout the producing 
area during, and on production harvested in, the calendar year 1955 and mature 
July 1, 1956, or earlier on demand. The loan rate is $129.02 for the naval stores 
production unit of 50 gallons of turpentine and 1,400 pounds of rosin. This is 
based on 90 percent of the parity price of crude pine gum, unprocessed basis, as 
of December 15, 1954. Initial loan rates are 50 cents per bulk gallon of turpen- 
tine and $7.43 per hundredweight of gum reson, basis grade WG with a rate of 
10 cents lower for grades N, M, K, and I, and 10 cents higher for grades X 
and WW. 
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Producers are required to execute an agreement with the association con- 
taining the terms and conditions upon which the loan is made. The association 
enters into agreements with warehousemen and assigns such agreements to 
ccc. Payment of the loan proceeds to the producer is effected by the ware- 
houseman (acting as agent of the association) making request therefor upon 
CCC through the association. Such payments are made by check directly to 
producers or their designees by the Atlanta Federal Reserve Bank. 

Authority—Commodity Credit Corporation Charter Act (15 U. S. C. 714) and 
the Agricultural Act of 1949 (7 U. S. C. 1447; 1421). 


Basis of estimate 


Economic factors.—Disappearance of gum rosin and turpentine during the 
1956 and 1957 marketing years is expected to be greater than estimated produc- 
tion in line with a longtime trend toward greater domestic consumption. In 
addition, the United States holds the bulk of available world supplies of naval 
stores and because of increasing worldwide demand, it is anticipated that there 
will be a ready market. Consequently, a strong market situation is expected to 
exist in which free stocks will increase and prices will hold an average in excess 
of loan rates. 

Price support activity—Because of anticipated favorable prices, producers are 
expected to use the programs solely as a medium for carrying their output from 
the flush to the slack season in the hope of realizing a maximum return. There- 
fore it is expected that all pledges will be redeemed and some reductions in 
inventory will occur. 

OATS 


Summary of latest operations 


Objective——To support the price of 1955-crop oats in order to maintain farm 
income and economic stability. 

Lligibility—Eligible commodity is 1955-crop oats produced in continental 
United States grading No. 3 or better. Eligible participants are producers of 
1955-crop oats, who are in compliance with any regulations prescribed by the 
Secretary governing eligibility for price support. 

Operations.—Nonrecourse loans are available from about May 15, 1955, through 
January 31, 1956, and will mature on April 30, 1956 (except that an earlier 
maturity date may be established for any State by the President or Executive 
Vice President, CCC) or earlier on demand. The national average support price 
was 61 cents per bushel, reflecting 70 percent of November 15, 1954, parity price 
for all oats. Loans may be obtained from approved lending agencies or direct 
from the Corporation through the agricultural stabilization and conservation 
county committees. Loans will be made on a note-and-chattel mortgage basis for 
farm-stored oats and on a note-and-loan agreement basis for warehouse-stored 
oats, secured by warehouse receipts. 

Purchase agreements are offered to producers from harvest through January 
31, 1956. A producer who elects to deliver oats to the Corporation under a 
purchase agreement must declare his intention to sell within a 30-day period 
ending on the applicable loan maturity date. The producer is not obligated 
to sell any specified quantity; however, the number of bushels specified in the 
purchase agreement is the maximum quantity that may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. 8. C. 714-7140), particularly section 714c thereof; and titles III and IV of 
the Agricultural Act of 1949, as amended (7 U. S. C. 1447-1449, 1421-1431). 


Basis of estimate 


Economic factors.—Acreage, yield, and production of oats from the 1955 crop 
broke all records. The carryover of 315 million bushels into the 1955 marketing 
year also was the largest in history, total supplies of nearly 2 billion bushels in 
this year are 23 percent above the 1949-53 average. Because acreage reduction 
programs will continue in effect for all 1956 basic crops, diverted acres, par- 
ticularly from wheat and corn, are likely to result in a record 48 million acres 
planted to oats, which at average yields will produce about 1.5 billion bushels, 
a near record crop. Although substantial increases in amounts of oats fed to 
livestock are in prospect for the next 2 years, it is estimated that the carry- 
out will reach 400 million bushels for the 1955 marketing year, and 340 million 
for 1956 compared with the previous record of 315 million bushels aforemen- 


tioned. The 5-year 1949-53 average carryover of 266 million bushels of oats 
might be considered as normal. 
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Price support activity.—On December 13, 1954, the Department announced that 
the national average support level for the 1955 crop of oats would be dropped 
to 61 cents per bushel, equal to 70 percent of parity, compared with support 
for the 1954 crop at 75 cents per bushel, 85 percent of parity. This budget esti- 
mate assumes the support level for the 1956 crop will continue at 70 percent 
of parity. With abnormally large production supplies, and carryovers in pros- 
pect, unprecedented participation in the support program is expected for both 
the 1955 and 1956 crops. It is estimated that farmers will place 100 million 
bushels of the 1955 crop under support (85 million as loans, and 15 million as 
purchase agreements) ; and that they will place 80 million bushels of the 1956 
crop under support (65 million as loans and 15 million as purchase agreements) ; 
compared with 70 million bushels of the 1954 crop placed under support (60 
million as loans and 10 million as purchase agreements). Some decline in farmer 
participation can be expected during the fiscal year 1957, because of the lower 
prices likely to prevail and the record amounts likely to be fed to livestock. 

The bulk of the oats going under the support program is likely to be delivered 
to the CCC—an estimated 78 million bushels during the fiscal year 1956 and 
59 million during 1957, compared with actual deliveries of 63 during 1955. 
Despite anticipated increases in both domestic and export sales in the next 2 
years, holdings of oats by the CCC are estimated to increase to 66 million bushels 
by the end of the fiscal year 1956, and to 57 million by the end of the fiscal year 
1957, compared with an inventory of 40.5 million bushels at the close of the 
fiscal year 1955. Oats will continue to be the most difficult of all grains for the 
CCC to dispose of, except at substantial loss to the Government. There is very 
little export demand for oats as long as other feed grains are available at attrac- 
tive prices, because of their lightweight, relatively low feeding value, and rela- 
tively high shipping costs. If oats must be held in storage for 4 years or so, 
earrying costs mount up to the point where the equity in the holdings disappears. 


RYE 
Summary of latest operations 


Objective.—To support the price of 1955-crop rye in order to maintain farm 
income and economic stability. 

Eligibility—Eligible commodity is rye produced in continental United States 
in 1955 and grading No. 2 or better, or grading No. 3 or No. 4 on the factor of 
test weight only, containing not more than 1 percent ergot. 

Eligible participants are producers of 1955-crop rye, who are in compliance 
with any regulations prescribed by the Secretary governing eligibility for price 
support. 

Operations.—Nonrecourse loans are available from about May 15, 1955, 
through January 31, 1956, and will mature on April 30, 1956 (except that an 
earlier maturity date may be established for any State by the President or 
Executive Vice President, CCC) or earlier on demand. The national average 
support price will be $1.18 per bushel which is 70 percent of November 15, 1954, 
parity price for all rye. Loans may be obtained from approved lending agen- 
cies or direct from the Corporation through the agricultural stabilization and 
conservation county committees. Loans will be made on a note-and-chattel- 
mortgage basis for farm-stored rye and on a note-and-loan agreement basis 
secured by warehouse receipts for warehouse-stored rye. 

Purchase agreements are offered to producers from harvest through January 
31, 1956. A producer desiring to deliver rye to the Corporation under a purchase 
agreement must declare his intention to sell within a 30-day period ending on 
the applicable loan maturity date. The producer is not obligated to sell any 
specified quantity; however, the number of bushels specified in the purchase 
agreement is the maximum quantity that may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; and titles III and IV of 
the Agricultural Act of 1949, as amended (7 U. S. C. 1447-1449, 1421-1431). 


Basis of estimate 


Economic factors.—Normally 40 to 50 percent of the acreage planted to rye 
is harvested as grain. Because of the acreage reduction programs in effect on 
all basie crops, particularly wheat, production from the 1956 crop of rye is 
expected to be relatively large, about 26 million bushels, from an estimated 
2.1 million acres harvested as grain, at average yields. This would be some- 
what less than the 28.4 million bushels harvested from the 1955 crop, from 
about the same acreage, at above-average yields. 
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With an abnormally iarge carry-in of 18 million bushels expected in the 1956 
marketing year and anticipated imports of 3.4 million bushels (limited under 
the provisions of section 22 of the Agricultural Adjustment Act), supplies in 
this year are likely to total above 47 million bushels—about the same as for 
the 1955 crop year—the largest since 1944. Domestic consumption in the 1956 
marketing year is expected to increase only moderately over other recent years; 
and exports are not likely to exceed 6 million bushels in any year, practically 
all of which will be from CCC stocks. Carryover stocks at the end of the 1956 
crop year are estimated at 16 million bushels, about the same as in 1954, well 
above the 1949-53 average of 6.6 million bushels. 

Price support. activity—On-December 13, 1954, the Department announced 
that the national average support price for the 1955 crop of rye would be 
dropped to $1.18 per bushel, equal to 70 percent of parity, compared with sup- 
port for the 1954 crop at $1.43, 85 percent of parity. In this budget estimate, 
it is assumed that the 1956 support level will remain at 70 percent of parity. 
With continued large production and surplus supplies, and with limited market 
outlets either at home or abroad, participation in the support program can be 
expected to be somewhat heavier in the next 2 years compared with the fiscal year 
1955. It is estimated that farmers will place 9 million bushels of both the 1955 
and 1956 crops under price support (7.5 million as loans and 1.5 million as pur- 
chase agreements) compared with 7.3 million bushels of the 1954 crop actually 
placed under support (6.1 million as loans and 1.2 million as purchase agree- 
ments). 

It is expected that the major portion of the rye going under support during 
the next 2 years will be delivered to the CCC, as happened in the past year. It is 
estimated that the CCC will acquire 8.6 million bushels of rye in the fiscal year 
1956 and 7.5 million in 1957, compared with 8.3 million delivered in 1955. The 
CCC will find difficulty in disposing of the stocks acquired under support opera- 
tions, and the Corporation’s inventory is likely to increase to an estimated 
9.6 million bushels by June 30, 1956, and to 12 million by June 30, 1957, compared 
with an inventory of 6.5 million bushels as of June 30, 1955. CCC sales are esti- 
mated at 5.5 million during the fiscal year 1956 and 5.1 during 1957, compared 
with 4.3 million in 1955. In all years: the-bulk of the sales are for export at 
world prices. 


SEEDS 
Summary of latest operations 


Price support activity—There have been no support programs for hay and 
pasture seeds or winter cover crop seeds for the past several crops and operations 
during the fiscal years 1956 and 1957 will be confined to the disposal of stocks 
acquired from previous years’ support programs. It is estimated that all stocks 
of winter cover crop seeds will have been sold prior to June 30, 1956, and that 
the remaining stocks of hay and pasture seeds will be sold prior to June 30, 1957. 


SORGHUMS, GRAIN 


Summary of latest operations 


Objective-——To support the price of 1955-crop grain sorghums in order to 
maintain farm income and economic stability. 

Eligibility.—Eligible commodity is grain sorghums produced in continental 
United States in 1955, grading No. 4 or better, or No. 4 Smutty or better, and 
containing not more than 13 percent moisture. Eligible participants are pro- 
ducers of 1955-crop grain sorghums, who are in compliance with any regulation 
prescribed by the Secretary governing eligibility for price support. 

Operations.—Nonrecourse loans are available from April 1, 1955, through 
January 31, 1956, and will mature March 31, 1956 (except that an earlier 
maturity date may be established in any State by the President or Executive 
Vice President, CCC) or earlier on demand. The national average support 
price is $1.78 per hundredweight, which is 70 percent of November 15, 1954, 
parity price for all grain sorghums. Temporary recourse loans were available 
at 80 percent of regular county loan rates for a 90-day period at harvest time 
in designated areas where adequate storage was not immediately available. 
Loans may be obtained from approved lending agencies or direct from the Cor- 
poration through the Agricultural Stabilization and Conservation County Com- 
mittees. Farm-storage loans will be secured by notes and chattel mortgages and 
warehouse-storage loans will be secured by notes and loan agreements secured 
by warehouse receipts. 
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Purchase agreements are offered to producers from April 1, 1955, through 
January 31, 1956. A producer desiring to deliver grain sorghums to the Cor- 
poration under a purchase agreement must declare his intention to sell within 
a 30-day period ending March 31, 1956. The producer is not obligated to sell 
any specified quantity; however, the amount specified in the purchase agree- 
ment is the maximum quantity that may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. 8S. C. 714-7140), particularly section 714c thereof; and titles III and IV of the 
Agricultural Act of 1949, as amended (7 U. S. C. 1447-1449, 1421-1431). 


Basis of estimate 


Economic factors.—Because of acreage reduction programs in effect on the 
“basic” crops, particularly wheat, the 1956 crop acreage and production of 
sorghum grains may be the highest in history even exceeding the previous 
record acreage and near-record production of 1955. If the estimated 13,350,000 
acres should be harvested as grain from this crop, at average yields the output 
will be about 260 million bushels, 15 percent more than for 1955. With a record 
earry-in of some 74 million bushels in the 1955 marketing year, supplies are 
expected to total about 301 million bushels, slightly more than the previous 
record of 294 million in 1950. Although substantial increases in domestic dis- 
appearance and exports are in prospect for the next 2 years, it is expected that 
carryovers in the 1955 and 1956 marketing years will be the highest in history. 
The great bulk of the carryovers in the future, as in the past, is likely to be 
owned or controlled by the CCC. In fact, “free” stocks need be no larger than 
6 or 7 million bushels. This presents grave problems to the CCC in the man- 
agement and liquidation of sorghum grains taken over under price-support 
operations. 

Price support activity—On December 13, 1954, the Department announced 
that the national average support price for the 1955 crop of sorghum grains 
would be dropped to $1 per bushel ($1.78 per ecwt.) equal to 70 percent of parity, 
compared with the support price for the 1954 crop of $1.28 per bushel ($2.28 per 
ewt.) which was 85 percent of parity. This budget estimate assumes that 
the support level for the 1956 crop will continue at 70 percent of parity, which 
at mid-August 1955 parity would be 98 cents per bushel. 

With record-large carryovers, production, and supplies in prospect, very 
heavy participation in the support program is indicated for both the 1955 and 
1956 crops despite estimated increases in feeding and exports. It is estimated 
that farmers will place 115 million bushels of the 1955 crop under support during 
the fiscal year 1956 (110 million as loans and 5 million as purchase agreements) 
and that they will place 120 million bushels of the 1956 crop under support in 
the fiscal year 1957 (115 million as loans and 5 million as purchase agreements) 
compared with 114 million bushels of the 1954 crop actually placed under sup- 
port (110.4 million as loans and 3.5 million as purchase agreements). It is ex- 
pected that the major portion of the sorghum grains going under support will 
be delivered to the CCC—about 107 million bushels during each of the fiscal 
years 1956 and 1957, compared with actual deliveries of 110.3 million in 1955. 
It is estimated that the CCC inventory will reach the unprecedented volume of 
122 million bushels of sorghum grains by June 30, 1956, and 149 million bushels 
by June 30, 1957, compared with actual holdings of 92.2 million as of June 30, 
1955. This is likely to happen despite the stepped-up sales and donations which 
CCC is expected to make—totaling 78 million bushels during the fiscal year 
1956 and 81 million in 1957, compared with actual disposals of 47.4 million 
bushels in 1955 (34.6 million as sales, mostly export, and 12.8 million as dona- 
tions, mostly through the drought-relief program in the Southwest). 

Relatively little sorghum grains are farm stored, i. e., the bulk of it is stored 
in commercial elevators and warehouses. It is a difficult grain to hold in storage 
more than a year without going out of condition because of the moisture content 
often present. It will be the policy of the CCC, therefore, to move its stocks of 
sorghum grains as soon as possible. 


SOYBEANS 
Summary of latest operations 
Objective—To support the price of 1955-crop soybeans in order to keep this 
year’s acreage in approximate balance with production needs without resort 
to acreage allotments and to promote orderly marketing. 
Eligibility —BHligible commodity is soybeans produced in continental United 
States having moisture content not in excess of 14 percent and grading No. 4 or 
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better on all other factors, and meeting in a manner determined by the President 
or Executive Vice President, CCC sanitation requirements of the Food and 
Drug Administration in effect at time loan is made or delivery made to CCC 
under purchase agreement. Eligible participants are producers of 1955-crop 
soybeans. 

Operations.—Nonrecourse loans are available from harvest (about August 15, 
1955) through January 381, 1956, maturing May 31, 1956 (except that an earlier 
maturity date may be established in any State by the President or Executive 
Vice President, CCC) or earlier on demand. The national average support price 
is $2.04 per bushel, 70 percent of February 15, 1955, parity. Loans may be ob- 
tained from approved lending agencies or direct from the Corporation through 
the agricultural stabilization and conservation county committees. Loans are 
made on a note-and-chattel-mortgage basis for soybeans stored in approved farm- 
storage structures and on a note-and-loan-agreement basis secured by warehouse 
receipts when place of storage is an approved public warehouse. 

Purchase agreements are available to producers from harvest through Janu- 
ary 31, 1956. A producer desiring to deliver soybeans to the Corporation ander 
a purchase agreement must so declare his intentions within a 30-day period 
ending May 31, 1956, or on such earlier date as may be determined by the Cor- 
poration. A producer is not obligated to deliver any specified quantity of soy- 
beans to CCC; however, the number of bushels specified in the purchase agree- 
ment is the maximum quantity which may be delivered. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; and titles III and IV of 
the Agricultural Act of 1949, as amended (7 U. S. C. 1447-1449, 1421-1481). 


Basis of estimate 


Economic factors.—The steady upward trend in soybean production during 
recent years was greatly accelerated beginning with the 1954 crop, largely the 
result of farmers using acreage diverted from corn, wheat, and cotton because 
of production-adjustment programs in effect on the basic crops. Production 
from the 1956 crop is estimated at a record 390 million bushels, from a record 
18.5 million acres harvested as beans, at average yields. Production from the 
1955 crop was estimated at the time this budget was prepared at 372 million 
bushels, from 18.4 million acres, at approximately average yields. Production 
for 1954 was 343 million bushels from 17 million acres. There have not been 
any imports during late years and none are expected in the next 2 years. In 
past years, nearly all United States supplies of soybeans have been crushed or 
exported within the years in which they were produced, and carryovers usually 
have been very small. The carryover on October 1, 1954, reached the very low 
level of 1.3 million bushels. Present indications are the carryin for the 1956 
marketing year may be as high as 20 million bushels, in which case the supply for 
this year would total a record 407 million bushels. With record supplies in 
prospect for both the 1955 and 1956 marketing years, it is likely that the crush- 
ing industry will operate at near capacity. Exports may total as much as 75 
million bushels in the 1955 marketing year and 90 million bushels in 1956. Even 
SO, Soybeans are likely to be in significant surplus supply during the next 2 years 
for the first time in history. 

Price support activity —Under conditions outlined above, the impact on the 
price-support program is likely to be rather heavy in the next 2 years. 

On March 16, 1955, the Department announced that the national average sup- 
port price on the 1955 crop of soybeans would be dropped to $2.04 per bushel, 
equal to 70 percent of parity, compared with support for the 1954 crop at $2.22 
per bushel, 80 percent of parity. This budget estimate assumes that the support 
level for the 1956 crop will be continued at 70 percent of parity, which at mid- 
August 1955 parity would be $2.01 per bushel. Despite the large supplies in 
prospect, it is estimated that farm prices in the next 2 years will average close 
to support levels. In the 1954 marketing year farm prices averaged 30 cents 
per bushel above the support level. Nevertheless, farmers placed substantial 
amounts of soybeans under price support in the fiscal year 1955, and they can 
be expected to increase their use of the support program in the next 2 years. 
This is expected largely because market prices traditionally fall considerably 
below the support level for a few months at harvesttime, even when supplies are 
in balance with requirements, and producers are inclined to take out loans and 
sign purchase agreements early in the year in order to protect themselves. 
When market prices strengthen later in the year as they normally do, it is cus- 
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tomary for redemptions on loans and cancellations on purchase agreements tv 
be high—higher than for any other crop. 

It is estimated that producers will place 55 million bushels of the 1955 crop 
under price support (50 million as loans and 5 million as purchase agreements) 
and that they will place 55 million of the 1956 crop under support (50 million 
as loans and 5 million’as purchase agreements), compared with 41.8 million 
bushels of the 1954 crop placed under support. (38.2 million as loans and 3.2 
million as purchase agreements). Repayments are expected to be rather high 
in the next 2 years, slightly higher than during the fiscal year 1955. It is esti- 
mated that deliveries from both the 1955 and 1956 crops will amount to approxi- 
mately 26 million bushels, about twice as much as the 13.2 million actually 
acquired from the 1954 crop. The CCC inventory on June 30, 1955, was 7.8 
million bushels and all of this was sold in domestic and export markets prior 
to October 1, 1955. It is estimated that the CCC inventory on June 30, 1956, 
will be 19.5 million bushels, and that it will be 19 million bushels on June 30, 
1957. The inventories are fairly large at the beginning of each fiscal year 
because deliveries generally are completed by then and the CCC has not had the 
opportunity then to dispose of its newly acquired stocks. CCC sales are esti- 
mated at 13.5 million bushels in the fiscal year 1956 (9 million domestic and 4.5 
million export), and 26.5 million bushels in the fiscal year 1957 (12 million 
domestic and 14.5 million export). 

To date soybeans have not been determined to be surplus for purposes of 
Public Law 480. In this budget estimate it is assumed that no Public Law 
480 sales will be made in either of the fiscal years 1956 or 1957. 


PRICE SUPPORT PROGRAM, BARTER AND EXCHANGE 


Summary of latest operations 


Objective—To dispose of CCC-owned agricultural commodities by means of 
barter or exchanges for (1) strategic and critical materials intended for incor- 
poration into the national stockpile and CCC’s own account; (2) nonstrategic 
materials required for overseas supply programs of other Government agencies ; 
and (3) materials required for offshore construction programs. 

Eligibility —Materials designated as strategic and critical must have been so 
designated by the Office of Defense Mobilization or its predecessor, pursuant to 
section 2 of the Strategic and Critical Materials Stockpiling Act of 1946 (Public 
Law 520, 79th Cong.) and must have been produced abroad. Nonstrategic mate- 
rials acquired are those which other Government agencies require to meet over- 
seas supply and construction program commitments. Such agencies must have 
designated the kind, quality, schedule of delivery, and other conditions in- 
volved in the procurement and these agencies, or their Government procure- 
ment agent, must have agreed to accept the materials. Strategic materials 
procured by the Commodity Credit Corporation will be those types of mate- 
rials designated by ODM as required to meet short, long-term, or supplemental 
stockpile objectives and be such that the domestic economy will not be adversely 
affected by the acquisition and such that CCC’s assets will be protected and résult 
in savings in carrying charges as compared with cost of carrying surplus agricul- 
tural commodities (Public Law 480, sec. 303). 

Operations.—It has been the policy of the CCC to limit consideration of barter 
offers to those materials required and/or designated by other Government agen- 
cies. Consequently, the acquisition of strategic and critical materials has been 
within ODM’s stockpile objectives both as to types and quantities. Barter pro- 
curement of nonstrategic materials has been effected against specific requirements 
of such materials by other Government agencies primarily for offshore use. Mini- 
mum and long-term stockpile-type strategic materials are transferred to ODM 
with reimbursement to the CCC while supplemental stockpile type strategic mate- 
rials are retained in CCC inventories. In the case of nonstrategic materials, the 
CCC is reimbursed for the materials procured upon delivery to the agency 
concerned. 

In a particular barter operation, the exchange value of the transaction is fixed 
in a contract between the offeror of the materials and the CCC. | This exchange 
value determines quantities to be delivered of both the materials and the agricul- 
tural commodities which must be subsequently exported by the contractor. Since 
the price for the materials is also fixed in the contract, the quantity of materials 
to be delivered is determined at this point. The contract price for materials is 
the best offer received, not to exceed the current market price, accepted only after 
full consttitation with materials experts of either GSA or other agencies. In the 
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case of the agricultural commodities, however, the contractor may generally take 
whatever commodities are available from CCC inventories at export prices gener- 
ally applicable for such commodities at any time within the life of the contract, 
total quantities determined by the exchange value fixed in the contract. 

The barter program of the Commodity Credit Corporation operates through 
private United States firms using commercial trade channels, but can be oper- 
ated directly with foreign governments where it is not practicable to carry out 
the barter through private trade channels. 

Authority —The Commodity Credit Corporation Charter Act, as amended by 
section 4 (h) insofar as strategic and critical materials are concerned; section 
5 (f) of this act insofar as other than strategic materials are concerned; and 
Public Law 480, especially section 303, and Public Law 690, 83d Congress. 


Basis of estimate 


Under the CCC Charter Act, as amended, and title III of Public Law 480, 83d 
Congress, the Corporation is continuing to barter and exchange its holdings of 
agricultural surpluses for foreign-produced strategic and critical inmaterials and 
other materials, goods, and equipment for use by other Government agencies. Be- 
cause of uncertainties inherent in the barter program such as stockpile needs, 
requirements of other Government agencies, and availability of funds by such 
agencies it is virtually impossible to forecast future barter operations. For 
budgetary purposes, however, it is estimated that transactions involving an 
acquisition value of $201 million will be consummated during the fiscal year 1956 
and $302 million during 1957, compared with $71 million for 1955. Disposition 
of these acquisitions are estimated at $75 million during each of the fiscal years 
1956 and 1957, compared with $22 million in 1955, and the balance in inventory 
will be disposed of in subsequent years. 


PRICE-SUPPORT PROGRAM, 1955 EMERGENCY FEED PROGRAM 


Summary of latest operations 


Objective-—To provide feeds at reduced prices to farmers and ranchers for 
maintaining their basic herds of cattle, sheep, and goats in designated disaster 
areas. 

Eligibility —CCC-owned feed grains (corn, grain sorghums, oats, and barley) 
which have been acquired under the price-support program. 

Recipients are farmers and ranchers of declared disaster areas, whose eligi- 
bility is established by the local Farmers’ Home Administration county 
committee. 

Operations.—Emergency feed is available to eligible farmers and ranchers 
during fiscal year 1956 at a reduced cost in the area where the grain is dis- 
tributed. The rate of assistance will be $1 for each hundredweight of desig- 
nated surplus feed purchased up to amount approved by FHA county committee. 

A farmer or rancher in a designated drought county who desires to partici- 
pate in the program makes application to his local Farmers’ Home Administra- 
tion county committee. This committee determines his eligibility and the 
amount of feed grain he can obtain under the special provisions of the program. 
Approval is granted on the basis of individual need within the objectives of 
the program, and is limited to the supplemental supplies needed for a fixed 
period of time. 

The farmer or rancher then gets from his local county agricultural stabiliza- 
tion and conservation committee a purchase order indicating the approved quan- 
tity of grain he is eligible to buy under the provisions of the program. He buys 
from a local feed dealer, in effect using his purchase order to pay part of his 
bill—$1 on each hundredweight. He buys from stocks the dealer has on hand 
and at the prevailing local market prices—except that his purchase order covers 
part of the cost. In cases where dealers are unwilling or unable to participate 
in this program in any area, surplus stocks of CCC feed grains are made avail- 
able to eligible farmers or ranchers at a cost comparable to that which they 
would otherwise pay under this authorization. Facilities of county ASC offices 
are used in making such distribution. 

The producer obtains the approved quantity of feed grain from his dealer 
in the form of whole grain (corn, grain sorghums, oats, or barley), or if he 
wishes he can get the same amounts of these grains as part of mixed feed. The 
approved mixed feeds are mixed feed A which must contain at least 75 nercent 
by weight of designated surplus feed grain(s) or mixed feed B, which must 
contain at least 60 percent by weight of designated surplus feed grain(s). The 
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mixed feed must be appropriately labeled by the manufacturer and show the 
percentage of designated surplus feed grains contained therein. 

The dealer must certify delivery of the feed grain to the farmer or rancher 
and the latter must also certify his receipt of the amount specified. With these 
requirements met, the dealer then receives from the local county ASC com- 
mittee a dealer’s certificate in terms of dollars. The value of this certificate 
is the number of hundredweights of the designated grain actually delivered 
to the producer (up to the maximum authorized by the purchase order) multi- 
plied by the $1 per hundredweight. 

The dealer can use the certificate (good for a period of 120 days from date 
of issuance) to buy designated CCC-owned surplus feed grains. He can buy 
either directly from CCC (through area commodity offices of the Commodity 
Stabilization Service or from bin sites, where grain is stored locally in CCO’s 
own facilities), or indirectly through his regular supplier. The prevailing mar- 
ket price at the time of purchase is used in determining the quantity of CCC 
grain to be delivered against the certificates. 

Authority —Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), Public Law 875 (42 U. S. C. 1855); and section 407 of the 
Agricultural Act of 1949, as amended by section 301 of the Agricultural Trade 
Development and Assistance Act of 1954 (Public Law 480, 88d Congress). 


Basis of estimate 


It is impossible to accurately forecast the extent to which Commodity Credit 
Corporation stocks will be used for this program, but for budgetary purposes 
it is estimated that total donations of 8.4 million bushels of corn, oats, barley, 
and grain sorghums valued at $14,992,000 will be involved in the 1955 program 
during fiscal year 1956. No estimate has been made for fiscal year 1957. 


SUPPLY AND FOREIGN PURCHASE PROGRAM 


Summary of latest operations 


Objectives —To procure agricultural commodities in the United States and 
abroad to meet the needs of United States Government agencies (principally 
those administering relief programs abroad), cash-paying foreign governments, 
international relief agencies, and domestic requirements. The production or 
stockpiling of agricultural commodities under sections 303 and 304 of the De- 
fense Production Act of 1950 is also carried out under this program. 

Operations.—Procurement for this program is usually made during peak mar- 
keting seasons and is closely coordinated with the price-support program to 
provide the maximum benefit to American agriculture. Transfers to claimants 
are at prices designed to reimburse the Corporation for all costs incident to 
earrying out the program. 

Generally, purchases are made at the best price obtainable at either an an- 
nounced price or on an offer-and-acceptance basis in quantities, although pur- 
chases may also be made under formal competitive bids. 

Purchases for any claimant, other than a Federal Government agency, require 
(1) a firm requisition or a firm contract from the claimant and (2) a deposit 
with the Treasurer, Commodity Credit Corporation, of cash or its equivalent, 
or other acceptable financial arrangements. Purchases for Federal agencies 
require a written order constituting a firm obligation. Purchases may be made 
in advance of firm commitments and prior to deposit of cash only upon specific 
authorization of the Board of Directors when it is anticipated that no risk 
of loss is involved. In addition, the Board of Directors may authorize the pur- 
chase and stockpiling of commodities in the interest of national security. 

The defense-production activities include a program to encourage and develop 
sources of supply of castor beans within the continental United States and to 
insure a supply of castor beans, oil, and planting seed for industrial uses and 
stockpiling in connection with national defense. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714c thereof; act of July 16, 1948 (15 
U. S. C. 713a-9) ; sections 303 and 304 of the Defense Production Act of 1950, 
as amended (Public Law 774 approved September 8, 1950; Public Law 96, 
approved July 31, 1951; and Public Law 429, approved June 30, 1952). 


Basis of estimate 


The activities now carried on are procurement of commodities for the Inter- 
national Cooperation Administration and other Government agencies, and initial 
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financing of certain programs authorized under the Defense Production Act to 
assure adequate supplies of strategic and critical materials. Total acquisitions 
and carrying charges are estimated at $10,850,930 in the fiscal year 1957 com- 
pared with an estimated $25,606,157 for 1956 and actual acquisitions of 
$17,110,843 during 1955. The estimated increase for 1956 over 1955 results from 
increased purchases for the International Corporation Administration and with 
respect to sugar and frozen beef, and the estimated net decrease for 1957 pri- 
marily reflects a decrease in acquisition of these commodities and decreased 
activity under the defense-production operations. Under the latter operations, 
inventories of castor beans and oil are being held beyond fiscal year 1957 and 
stocks of American-Egyptian cotton will be sold by the end of fiscal year 1957. 
Total disnositions are estimated to tota! $20,540,330 for the fiscal year 1957 com- 
pared with $30,159,208 estimated for 1956 and actual dispositions of $57,983,119 
during 1955. 


STORAGE FACILITIES PROGRAM 


Summary of latest operations 


Objectives.—To provide adequate storage facilities for CCC-owned and pro- 
ducer-owned commodities; to assist producers in financing the construction or 
purchase of suitable farm-storage facilities; to encourage the construction of 
needed commercial storage facilities; and to assist producers in financing the 
purchase of suitable mobile drying equipment to facilitate safe farm storage. 

Operations.—Bins and granaries were bought by the Corporation on an offer- 
and-acceptance basis and are located only in areas where it is determined that 
existing privately owned storage facilities are not adequate. Depreciation and 
other costs of maintaining the structures and handling and conditioning grain 
stored therein are reflected as carrying charges on the commodities stored. 

Storage use guaranties were negotiated under agreements with commercial 
firms, including cooperatives, operating under the uniform grain storage agree- 
ment, who agreed to construct additional storage capacity for grains and oilseeds. 
Optional plans provided for guaranties of (1) 75 percent occupancy for a period 
of 3 years, to be reduced to 40 percent for the next 2 years; (2) 60 percent occu- 
pancy for 5 years; and (3) 50 percent occupancy for 6 years. The Corporation 
fulfills the guaranty, either by actual storage of CCC-owned commodities, or 
by making a payment. CCC has the option to require warehousemen to reserve 
space for storage up to the maximum amount of the occupancy guarantee level. 
The annual rate per bushel for unused space under the guaranty is 75 percent of 
the applicable annual area rate under the uniform grain storage agreement for 
wheat for the year the occupancy did not reach guarantee level. Applications 
for new storage agreements were accepted until April 30, 1955, for storage 
capacity which was to be ready for occupancy by June 1, 1955. 

Recourse loans are made to producers, either through approved lending agencies 
or by the Corporation, for financing the construction or purchase of suitable 
farm-storage facilities. Loans are for a maximum period of 4 years, payable in 
equal annual principal payments, with interest at the rate of 4 percent on the 
unpaid balance. The maximum amount to be loaned on any new farm-storage 
facility is 45 cents per bushel of capacity ($30 per ton of cottonseed capacity), 
provided that such maximum amount does not exceed 80 percent of the cost 
incurred. Loans are secured by chattel mortgage on the storage facility, real- 
estate mortgage, deed of trust, or other security instrument depending upon the 
type of structure and the amount of the loan. Any past-due payable or pre 
payable installment may be deducted and paid out of any amounts due the 
borrower on any program carried out by the Department of Agriculture. 

Recourse loans are made to producers, either through lending agencies or by 
the Corporation, for financing the purchase of mobile drying equipment. Loans 
are for a maximum period of 3 years, payable in equal annual principal pay- 
ments beginning on the first anniversary date of disbursement of the loan, with 
-nterest at the rate of 4 percent per annum on the unpaid balance. The mavxi- 
mum amount to be loaned on mobile drying equipment is 75 percent of the deliv- 
ered cost. Loans are secured by chattel mortgages. The Corporation may pre- 
pay, or require the borrower to prepay, the amount of any annual installment 
out of the proceeds from any price-support loan or purchase agreement due the 
borrower within 12 months preceding the date on which the installment falls 
due. Any past-due installment may be deducted and paid out of any amounts 
due the borrower on any program conducted by the Department of Agriculture. 

Authority—Commodity Credit Corporation Charter Act, as amended (15 
U. 8. 714-7140, particularly sections 714 b and c thereof. 
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Basis of estimates 


CCC storage capacity was increased by 106 million bushels early in fiscal year 
1955 in order to get 1954 crops under cover. Based on the current storage out- 
look and taking into consideration increased commercial and farm storage becom- 
ing available, it is estimated that a further increase of 100 million bushels in 
CCC storage capacity may be necessary during fiscal year 1956 to house 1955 
crops. While it is difficult to foresee what storage availability and requirements 
for the fiscal year 1957 will be, it has been estimated for budgetary purposes that 
an additional 100 million bushels of CCC storage capacity may be necessary by 
that time. In order to provide adequate farm storage facilities in the fiscal years 
1956 and 1957 it is estimated that the Corporation will be required to make 
loans on facilities having a capacity of 60 and 54 million bushels, respectively, as 
compared with loans on a 71 million bushel capacity made during fiscal year 1955. 

Loans made to finance mechanical driers totaled $408,712 for the fiscal year 
1955 and are expected to total $350,000 and $300,000 during each of the fiscal 
years 1956 and 1957, respectively. 

In order to encourage the construction of adequate commercial storage and 
minimize the necessity for CCC-owned storage facilities, the Corporation enters 
into storage-use guarantee agreements. It is estimated that the capacity of 
agreements outstanding at the end of the fiscal years 1956 and 1957 will be 161 
million and 150 million bushels, respectively, compared with occupancy agree- 
ments in effect on June 30, 1955, for a 168 million bushel capacity. The net 
cost to Commodity Credit Corporation in fulfilling its obligations under the use 
guarantees represents the payment of 75 percent of the annual applicable storage 
rates for unused space under agreements. These costs are estimated at $350,000 
and $325,000 for the fiscal years 1956 and 1957, respectively, compared with an 
actual cost of $39,615 for fiscal year 1955. 


CoMMODITY Export PROGRAM 


The following summaries cover the major commodity export programs which 
the Corporation anticipates will be required during each of the fiscal years 1956 
and 1957 and the bases for such estimates. 


WHEAT AND WHEAT FLOUR EXPORTS PURSUANT TO THE INTERNATIONAL WHEAT 
AGREEMENT 
Summary of latest operations 

Objective.—To encourage exportation of wheat and wheat flour to participating 
importing countries and at the same time exercise the rights, obtain the benefits, 
and fulfill the obligations of the United States under the International Wheat 
Agreement. 

Eligibility.—Importing countries that have approved the International Wheat 
Agreement are eligible to purchase wheat and wheat-flour equivalent produced 
in the United States at specified prices. The wheat and wheat flour may be sold 
by the CCC or by commercial exporters. 

Operations.—There are two types of activities under this operation: 

(1) Sale of wheat acquired under the price-support program and wheat 
and wheat flour acquired under the supply program which the Corporation 
determines to be eligible for recording against the guaranteed quantities of 
the United States Government and the importing countries under the Inter- 
national Wheat Agreement. Sales are made at prices not in excess of the 
maximum equivalent price provided in the International Wheat Agreement. 
Sales prices may be determined at the time of sale and in advance of the 
date of shipment. In addition, purchasers are charged for carrying charges 
and marketing costs as permitted under the International Wheat Agree- 
ment. 

(2) The Corporation is authorized to make payments to commercial ex- 
porters of domestic wheat and wheat flour processed therefrom in the United 
States pursuant to sales to participating countries which the Commodity 
Credit Corporation determines are eligible for entering in the records of the 
Wheat Council as sales against the United States export quota. 

The payments are made on the basis of published announcements of the 
rate for the date or period of sale. Rates are determined on the basis of the 
relationship between current domestic market prices and current prices equiva- 
lent to the International Wheat Agreement basic maximum price of $2.05 per 
bushel for No. 1 Manitoba Northern wheat in bulk at Fort William and Port 
Arthur. Since the exact cost of operations under the agreement cannot be 
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determined until the end of any fiscal year, the International Wheat Agreement 
Act of 1949, as amended, authorizes the Corporation to use its general borrowing 
authority to pay current obligations and then request the Congress to provide 
funds to reimburse the Corporation for any losses incurred under this program. 
Pending such reimbursement, the Corporation is authorized to establish the 
net costs of operations under the agreement as an account receivable. 
Authority —Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714¢ thereof; and section 2 of the Inter- 
national Wheat Agreement Act of 1949, as amended (7 U. 8. C. 1641-1642). 


Basis of estimate 


The budget estimate assumes that approximately 140 million bushels will 
be exported in fiscal year 1956. The net cost of such exports to the Government, 
including administrative costs and interest to the date of recovery by the 
Commodity Credit Corporation, is estimated at $87,183,225 in fiscal year 1956. 
The domestic price, converted to an f. o. b. ocean vessel basis and weighted 
according to the quantities expected to be exported from the various United 
States ports, is estimated to be $2.26 in fiscal year 1956. The weighted average 
price at which it is estimated wheat will be sold under the agreement is 1.66 per 
bushel. The estimated cost, per bushel, under the International Wheat Agree- 
ment operations of 60 cents, in fiscal year 1956 represents the difference between 
the estimated domestic price and the weighted average selling price under the 
agreement. 

During the fiscal year 1955 a total of 131,567,381 bushels of wheat were exported 
under the agreement. An appropriation is being requested in the 1957 budget 
estimates in the amount of $101,180,155, to reimburse the Corporation for its 
net unrecovered costs during fiscal year 1955 charged to the International Wheat 
Agreement, and interest through June 30, 1956. The International Wheat 
Agreement of 1953 expires July 31, 1956, therefore, operations and costs in the 
fiscal year 1957 are dependent upon the terms of any agreement which may be 
entered into to cover this program after that date. 


WHEAT EXPORT 
Summary of latest operations 


Objective-—To institute a program designed to obtain for the United States 
a reasonable. share of the world export wheat and wheat flour market. 

Eligibility Eligible commodity is CCC-owned wheat offered for sale to the 
export trade for export as wheat or flour. Persons buying the wheat for export 
will be required to give evidence of exnort sales and certify that the wheat will 
not be substituted for International Wheat Agreement exports. Sales of wheat 
will not be eligible for International Wheat Agreement subsidy and will not be 
eligible for application to any country’s guaranteed purchases under the Inter- 
national Wheat Agreement. 

Operations.—Under this program wheat is offered to the export trade for 
export as wheat or flour, in addition to exports under the International Wheat 
Agreement, at competitive prices below domestic market price but not below the 
applicable International Wheat Agreement price. 

{uthority—Commodity Credit Corporation Charter Act, as amended (15 
U. S. C. 714-7140), particularly section 714¢c thereof; and section 407 of the 
Agricultural Act of 1949. 


Basis of estimate 


In order to increase the exports of United States wheat and flour by regular 
United States exporters and to maintain the United States position in the 
world wheat market at competitive world prices, CCC has offered to sell a 
limited quantity of CCC-owned wheat for export in addition to wheat moving 
under the International Wheat Agreement. 

A total of 64,147.665 bushels of wheat was exported under this program during 
the fiscal year 1955, and it is estimated that 50 million bushels of wheat will be 
so exported during each of the fiscal years 1956 and 1957, valued at $105 million 
and $92,500,000, respectively. 


SALES FOR FOREIGN CURRENCIES 


Summary of latest operations 


Objective—(a) To make available for sale to domestic exporters for foreign 
currencies surplus agricultural commodities acquired or to be acquired by the 
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Commodity Credit Corporation in the administration of its price-support opera- 
tions, and 

(b) Make available funds to finance the sale and exportation of surplus com- 
modities whether from private stocks or from stocks of the CCC. 

Such foreign currencies will be used to expand international trade, to encourage 
economic development, to purchase strategic materials, to pay United States 
obligations abroad, to promote collective strength, and to foster in other ways 
the foreign policy of the United States. Appropriations not to exceed $1,500 
mnillion are authorized to reimburse the CCC for its unrecovered costs. 

Eligibility —Surplus agricultural commodities are defined as any agricultural 
commodity or product thereof, class, kind, type, or other specification thereof, 
produced in the United States, either privately or publicly owned which is or 
may be reasonably expected to be in excess of domestic requirements, adequate 
earryover, and anticipated exports for dollars, as determined by the Secretary 
of Agriculture. 

Operations.—(1) After a formal agreement has been entered into with a 
foreign government, the Foreign Agricultural Service will issue to that country, 
upon its application, purchase authorizations specifying the kinds, approximate 
quantities, and maximum dollar values of the commodities and the conditions 
under which purchases may be made. At the same time, FAS issues a public 
announcement containing details of the authorization and other information that 
United States suppliers will need in making sales to the foreign importers. The 
announcement indicates whether United States suppliers will be required to 
purchase CCC stocks in order to participate. 

(2) United States suppliers and foreign importers will then negotiate sales 
and enter into contracts in which the sales price will be expressed in United 
States dollars. 

(3) Normal commercial procedures, based largely on letters of credit, are 
followed in carrying out the contracts: (a) Importers pay for commodities in 
local currency through their local banks; (0) suppliers are paid in dollars by 
United States banks with which the foreign banks have established dollar letter 
of credit arrangements; (c) the United States banks are reimbursed hv CCC and 
(d) the foreign currency is deposited to the account of the United States Gov- 
ernment in accordance with arrangements made between the governments of the 
United States and the importing country. 

CCC will issue contract announcements containing the terms and conditions 
governing purchase by United States suppliers of commodities from CCC stocks. 
The announcement also specifies the financial arrangements which must be made 
in order to purchase the commodities from CCC stocks. 

Authority.—Commodity Credit Corporation Charter Act, as amended (15 U. S. 
©. 714-7140) and the Agricultural Trade Development and Assistance Act of 
1954, title I (Public Law 480, 83d Cong., approved July 10, 1954, and Public Law 
887, 84th Cong., approved August 12, 1955). 


Basis of estimate 


During the fiscal year 1956 it is estimated that 3,108,846 long tons of surplus 
agricultural commodities will be sold for foreign currencies at a cost to the Com- 
modity Credit Corporation of $737,708,805. In the fiscal year 1957 it is estimated 
that 3,229,696 long tons of commodities will be sold at a cost of $556,031.163. 

It is estimated that the CCC will be reimbursed by other United States Gov- 
ernment agencies for acquisition of foreign currencies in the amount of $10 
million in fiscal year 1956 and $25 million in fiscal year 1957. 


Sprecrat ACTIVITIES 


LOAN TO SECRETARY OF AGRICULTURE 


Summary of latest operations 


Objective.-—To provide funds for the purchase of conservation materials and 
services from January 1 to June 30 of each year in advance of the appropriations 
therefor. 

Onerations.—The Corporation is required to lend to the Secretary of Agricul- 
ture such sums, not to exceed $50 million. as are required during each fiscal vear 
to make advances pursuant to the applicable provisions of sections 8 and 12 of 
the Soil Conservation and Domestic Allotment Act, as amended, in connection 
with programs applicable to crops harvested in the calendar year in which such 
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fiscal year ends. Repayment of the loan plus interest at a rate equal to the 
cost of money to the Corporation is made as soon as practicable in the succeeding 
fiscal year from appropriated funds. 

Authority.—Section 5 (g) of the Commodity Credit Corporation Charter Act 
(15 U. 8. C. 714c), and section 391 (c) of the Agricultural Adjustment Act of 
1938, as amended (7 U.S. C. 1391). 


Basis of estimate 


In 1955 a total of $43,450,000 was loaned under this authority ; it is estimated 
that the same amount will be loaned in 1956 and 1957. 


TRANSFERS FOR ERADICATION OF FOOT-AND-MOUTH AND OTHER CONTAGIOUS DISEASES 
OF ANIMALS 


Summary of latest operations 

Objective.—To provide funds for eradication activities under the appropriation 
“Foot-and-Mouth and Other Contagious Diseases of Animals and Poultry” as 
emergency needs arise. 

Operations.—Upon determination that an emergency threatens the livestock 
industry of the country, the Secretary of Agriculture is authorized to transfer 
from other appropriations or funds available to the bureaus, corporations, or 
agencies of the Department such sums deemed necessary to alleviate the emer- 
gency. Under this authority, transfers of CCC funds not to exceed $2,050,000 
for the vesicular exanthema eradication program were authorized on June 10, 
1955. Transfers have been made in prior years for the eradication of foot-and- 
mouth disease in Mexico, and the Corporation has recovered the amounts trans- 
ferred plus interest through fiscal year 1954. 

Authority.—Section 5 (g) of the Commodity Credit Corporation Charter Act 
(15 U. S. C. 714c), and the Department of Agriculture and Farm Credit Admin- 
istration Appropriation Act, 1956 (Public Law 40, 84th Cong.). 


Basis of estimate 
The estimates of the Agricultural Research Service provide for an appropri- 
ation of $1,269,330 to repay to the Corporation the amount of advances plus 


interest for expenses related to the eradication of foot-and-mouth disease in Mex- 
ico in the fiscal year 1955. Transfers under this authority in 1956 for the eradi- 
cation of vesicular exanthema of swine are estimated at $1,967,587 with repayment 
with interest to be effected through a subsequent appropriation. 


TRANSFERS FOR ERADICATION OF BRUCELLOSIS IN CATTLE 


Summary of latest operations 

Objective—To provide funds for use in stabilizing the dairy industry and 
further suppressing and eradicating brucellosis in cattle. 

Operations.—The Secretary of Agriculture is authorized to transfer to the 
Agricultural Research Service from Corporation funds not to exceed $15 million 
annually for 2 years, 1955 and 1956. The funds are used to accelerate the bru- 
cellosis eradication program. Annual appropriations will reimburse the Corpo- 
ration for expenditures under this item. 

Authority—Commodity Credit Corporation Charter Act (15 U. S. C. 714-7140), 
section 204 (e) of the Agricultural Act of 1954 (Public Law 690, 88d Cong.), 
and the Department of Agriculture and Farm Credit Administration Appropria- 
tion Act, 1955 (Public Law 4387, 88d Cong.). 


Basis of estimate 

Under this authority, transfers of funds of $11,558,697 were made in 1955 and 
it is estimated that $15 million will be transferred in 1956. Repayment of the 
amount advanced in 1955 plus interest, amounting to $11,791,624, is requested in 
the estimates of the Agricultural Research Service. 


TRANSFERS FOR COTTON CLASSING AND TOBACCO GRADING 


Summary of latest operations 


Objective.—To provide additional funds for classing cotton and grading tobacco 
without charge to producers. 

Operations.—Each year the Agricultural Marketing Service receives an advance 
of nonadministrative funds of the Corporation to supplement appropriated funds 
available for grading tobacco and classing cotton without charge to producers. 
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The portion of this amount which is attributed to cost of classing or grading com- 
modities placed under price support is borne by the Corporation. The Corpora- 
tion is reimbursed (with interest) by subsequent appropriations for the cost of 
such service for commodities not placed under price support. 

Authority.—-Department of Agriculture Appropriation Acts, 1950 and 1952 
(7 U.S. C. 440, 414a). 


Basis of estimate 

Dnrine fiscal vear 1955 advances were made under this. authority in the amount 
of.$1,241,000. The estimates of the Agricultural Market Service ineludes provi- 
sion for the Corporation to be reimbursed in the amount of $367,740 for the 
cost of grading and classing of those commodities not going under loan. 

It is estimated that advances for this purpose to be made by the Corporation 
in 1956 and 1957 will amount to $1,705,500 in each year and the amounts to be 
reimbursed by appropriations in 1958 and 1959 will be $255,128 and $436,510, 
respectively. 

TRANSFER OF HAY AND PASTURE SEEDS 


Summary of latest operations: 


Objective—To make available surplus hay and pasture seeds to the Forest 
Service, Department of Agriculture; the Fish and Wildlife Service; and the 
Bureau of Land Management, Department of the Interior, for the purpose of 
seeding grazing lands administered by these agencies. 

Eligibility.—Surplus hay and pasture seeds acquired by the Commodity Credit 
Corporation under the price-support program. The kinds and quantities of seeds 
transferred to these agencies are subject to determination of availability and 
surplus supply by the Commodity Credit Corporation. 

Operations.—The Commodity Credit Corporation provided for the transfer of 
hay and pasture seeds acquired under the price-support program to the Forest 
Service, Department of Agriculture; Fish and Wildlife Service; and the Bureau 
of Land Management, Department of the Interior. Public Law 524, 88d Congress, 
approved July 26, 1954, appropriated a total of $145,000 for use by these agencies 
to defray the costs of transporting and seeding grazing lands administered by 
them. The act also authorized the appropriation of funds to reimburse the 
Commodity Credit Corporation for its investment in the seeds transferred. 

Authority—Public Law 524, 88d Congress (68 Stat. 529) approved July 26, 
1954. 


Basis of estimate 


The Commodity Credit Corporation transferred during the fiscal year 1955, 
hay and pasture seeds from its stocks to Federal land-administering agencies. 
The Corporation’s investment in the seed transferred, including estimated inter- 
est through June 30, 1956, is estimated to be $184,678. The estimates propose an 
appropriation to reimburse the Corporation for this amount. Fiscal year 1955 
was the first year in which this program was operative, and no further activity 
is contemplated under this program. 


EMERGENCY FAMINE RELIEF TO FRIENDLY PEOPLES 


Summary of latest operations 


Ohiective-—To make available surplus agriculture commodities to the Inter- 
national Cooperation Administration, to enable the President to furnish emer- 
gency assistance on behalf of the people of the United States to friendly peoples 
in meeting famine or other urgent relief requirements, as authorized by law. 

Eligibility —Surplus agricultural commodities from stocks of the Commodity 
Credit Corporation. Surplus agricultural commodities are defined as any agri- 
cultural commodity or product thereof, class, kind, type, or other specification 
thereof, produced in the United States, which is, or may be reasonably expected 
to be in excess of domestic requirements, adequate carryover, and anticipated 
exports for dollars, as determined by the Secretary of Agriculture. 

Such surplus commodities may be transferred (1) to any nation friendly to 
the United States in order to meet famine or other urgent relief requirements 
of such nation, (2) to friendly but needy populations without regard to the 
friendliness of their government, and (3) to assist programs undertaken with 
friendly governments or through voluntary relief agencies. 

Operations.—Commodity Credit Corporation will make available from its 
price-support inventory such quantities of surplus commodities as the Director 
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of International Cooperation Administration may request through such period 
as may be necessary to complete programs of assistance undertaken by ICA 
prior to July 1, 1957. 

Commodity Credit Corporation will incur costs of processing, packaging, 
handling, and transporting such commodities f. 0. b. vessel in United States 
ports as requested by the Director, ICA. The Corporation will be reimbursed 
from subsequent appropriations for its investment in the commodities including 
processing, packaging, transportation, and handling costs. Appropriations for 
this purpose are limited to $300 million. 

Authority—Commodity Credit Corporation Charter Act as amended (15 
U. 8. C. 714-7140) and the Agricultural Trade Development and Assistance Act 
of 1954 (Public Law 480, 83d Cong., approved July 10, 1954). 

Basis of estimate 

During the fiscal year 1955, 575,539 long tons of commodities were provided 
under this authority at a cost of $88,628,927. The estimates for 1957 propose 
an appropriation to reimburse the Corporation in this amount. 

During the fiscal year 1956 it is estimated that 547,591 long tons of agricultural 
commodities at a cost of $108,216,495 will be provided by the Commodity Credit 
Corporation to meet famine and other emergency relief requirements of friendly 
peoples. It is estimated that 522,055 long tons of agricultural commodities will 
be provided in the fiscal year 1957 at a cost of $103,126,463. 

Operating results and retained earnings 

The Corporation’s records show that operations as described in the foregoing 
resulted in a net budget expenditure of $3,413 million in 1955. It is estimated 
that such operations will result in net budget expenditures of $2,027 million in 
1956 and $1,423 million in 1957. The net loss for 1955, including both realized 
losses of $930 million and net increases in valuation allowances of $1,384 million, 
amounted to $2,314 million. It is estimated that net losses of $744.5 million and 
$966 million will be incurred in 1956 and 1957, respectively. 

Pursuant to the act of March 8, 1938, as amended (15 U. 8S. C. 713a-1), an 
appraisal of the assets and liabilities of the Corporation is made each year by 
the Secretary of the Treasury to determine net worth. If the net worth is less 
than $100 million the Secretary of the Treasury restores the amount of capital 
impairment; if net worth is more than $100 million the Corporation pays the 
surplus to the Treasury (15 U. 8. C. 713a-2). 

Annual appraisals as of June 30, 1953, and as at the close of prior fiscal years, 
were based upon valuation of assets at the lower of cost to the Corporation or 
average market value during June of the fiscal year. Capital impairment deter- 
mined in that manner resulted from valuation of assets at less than cost and 
from realized losses on sales and other operations. Public Law 312, approved 
March 20, 1954, provides that the appraisal of assets shall be on the basis of 
cost to the Corporation; therefore, future appraisals will determine the amount 
of surplus or capital impairment on the basis of realized losses without regard 
to established losses from revaluation of assets. 

There was a deficit of $3,406,765,340 on the books of the Corporation as of 
June 30, 1955. This deficit is composed of $2,483,927,704 in valuation reserves 
established against the assets of the Corporation as of June 30, 1955; $41,915,799 
representing costs, recorded in the books of the Corporation at June 30, 1955, in 
connection with the furnishing of feed in the drought emergency program; and 
$1,684,659 in unrestored realized losses. 

The Corporation was reimbursed for the loss in connection with the drought 
emergency program and the realized loss of $1,634,659 was restored by the 
Department of Agriculture Appropriation Act, 1956 after June 30, 1955. The 
1957 budget proposes an appropriation to effect the restoration of the difference 
of $929,287,178 for unrestored realized losses. 


Financial condition 


The Corporation’s assets, which consist principally of price-support loans 
receivable and inventories, were valued at $5,639 million as of June 30, 1955, and 
are estimated at $7,631 million as of June 30, 1956, and $7,760 million as of 
June 30,1957. The estimated increase in assets as of June 30, 1957, over June 30, 
1956, principally represents an increase of $400 million in accounts receivable 
recoverable from subsequent appropriations, an increase of $283 million in the 
estimated value of inventories and an increase of $106 million in the estimated 
value of other current assets, offset by a decrease of $660 million in the estimated 
value of loans outstanding. The decrease in loans outstanding is due primarily 
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to cotton. The increase in accounts and notes receivable mainly reflects the 
financing of sales for foreign currencies and assistance to friendly peoples under 
the Agricultural Trade Development and Assistance Act of 1954, for which the 
Corporation will not be reimbursed until 1957 and subsequent fiscal years. 

The changes in the Corporation’s assets are also reflected in its principal liabili- 
ties and investment of the United States Government. Outstanding borrowings 
from the Treasury are estimated to amount to $9,632 million as of June 30, 1956, 
and $10,108 million as of June 30, 1957. Other liabilities of the Corporation, 
principally, price support loans held by banks, amounted to $1,338 million as of 
June 30, 1955; it is estimated that these liabilities will amount to $2,007 million 
as of June 30, 1956; and $1,696 million as of June 30, 1957. 


ADMINISTRATIVE EXPENSES 


Administrative expenses are for the operating staff, including the services of 
employees of the Commodity Stabilization Service engaged in Commodity Credit 
Corporation activities, services performed by other agencies of the Department, 
costs of audit, and payments to the General Services Administration for space 
in the District of Columbia. 

Expenses in connection with the acquisition, operation, maintenance, improve- 
ment, or disposition (including inspection, classing and grading work performed 
on a fee basis by Federal employees or Federal- or State-licensed inspectors) of 
property which the Corporation owns or in which it has an interest have been 
treated as program rather than administrative expenses since 1951. Similarly, 
expenses of other Federal agencies whose services are utilized in the handling 
of Commodity Credit Corporation property are treated as program expenses. 
Such expenses would include the fleet storage operations of the Maritime Ad- 
ministration conducted intermittently since 1949 and the services rendered 
by the General Services Administration in connection with the strategic, critical, 
and other materials acquired by the Corporation. It is also contemplated that 
administrative expenses will be accounted for on an obligation basis as has been 
the case in the current and prior years. 

The requested authorization excludes expenses in connection with the supply 
and foreign purchase program, the International Wheat Agreement and the 
wool and mohair price-support program under the National Wool Act of 1954; 
the budget for 1957 contemplates full reimbursement for these expenses. 

Such reimbursements in connection with the supply and foreign purchase 
program will be obtained and used in 1957 in the same manner as in 1955 and 
1956. These are generally obtained through a markup on invoices evidencing 
sales, which are credited on the books of the Corporation to an income account 
which, in turn, is charged with all of the administrative expenses incurred in 
connection with this program. Balances remaining in the account at the end 
of any fiscal year are used in succeeding fiscal years to defray administrative 
expenses incurred in liquidating all phases of this program. The mark-up is 
established at a rate which is so determined and applied as to provide full reim- 
bursement on an overall basis for all administrative expenses in connection 
with the supply and foreign purchase program and takes into account the fact 
that with respect to particular commodities, sales or operations, the markup may 
be more or less than the exact administrative expenses incurred. The rate of 
markup is adjusted from time to time as conditions warrant. 

Reimbursements for administrative expenses, as well as program expenses 
under the International Wheat Agreement and wool and mohair program will 
be obtained from appropriations made specifically for these programs. 


Restoration of capital impairment, Commodity Credit Corporation 


Appropriation oct SOG cies ce hl Sek $1, 634, 659 
Budget estimate 1957~~~......_~- se new een cen sneecnonnee 929, 287, 178 


Increase (for restoration of capital impairment of CCC for 
I mn i adn cgceeieh maeecbacsechie giesaen +927, 652, 519 








aS aD 


eo 





Provect statement 


Budget esti- 

rene ed | 1956 (1954 ieee mate, 1957 
By project or function | impairment) Increase (1955 im- 
pairment 


Restoration of capital impairment ; $1, 634, 659 + $927, 652, 519 


INCREASE 


The increase of $927,652,519 required for restoration of the capital impairment 
as of June 30, 1955, represents the difference between realized losses sustained 
during the fiscal year 1955 and the appropriation made in 1956 to restore the 
capital impairment as of June 30, 1954. Under present legislation, the increases 
or decreases in amounts required to restore capital impairment would coincide 
with the difference between realized losses from 1 year to another. However, 
since the restoration as of June 30, 1954, included an adjustment of $545,534,182 
to conform with an amendment to the act of March 8, 1938, in which the method 
of the appraisal of assets, in effect, was changed from an estimated loss basis to 
a realized loss basis, the increase in this estimate reflects a transitional situation 
as follows: 


1956 (1954 1957 (1955 


; ‘rease 
impairment) | impairment) Increase 


Realized losses, 1954 and 1955_- $547, 168,841 | $929, 287,178 | + $382, 118, 337 
Restorations in excess of realized losses as of June 30, 1953 — 545, 534, 182 +545, 534, 182 


Restoration of capital impairment 1,634,659 | 929, 287,178 | +927, 652, 519 
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Comparison of realized losses and gains applicable to restoration of capital 
impairment 


[Million dollars} 


Increase (+ 
1956 (1954 | 1957 (1955 oF 











Program and commodity | Bese | decrease (—) 
impairment) | impairment) in realized 
| losses 
Price-support program: 
Basic commodities: 
Corn____.-- a ‘ oe. $81 | $75 — $i 
Cotton : ; : 2 | 1] ; 
Peanuts - - - --- ahah deeee oda Jot 23 2 —?2} 
Rice _- fe ieuiaiuad sce aoe oe 11] 110 — 
Tobacco - - 1 | i 
Wh cn cdacehesnecvaasiunk | 71 | 127 +-5t 
tia atii tilienin iaiines umncemegni ll enthttpetisitientesininen 
! 
WN Rn 77 | 194 417 
Mandatory nonbasic commodities: | 
Butter (including oil) Ba ee ad oe inal 36 | 219 +183 
Cheese ar Se cei Aa One . si eal 13 76 +6; 
Milk, nonfat dry ; ‘ oo | 82 | 118 4. 3¢ 
School milk program : oictdeierine sthededdaddbutatel 22 +22 
Armed services and veterans’ milk_.______ Sake ace eee ae ae 4 44 
RU os wnseccas ites we eaniee = be : ad 3 13 
oe L- mais - 
Total, mandatory nonbasic-_-_.-........___-- : | 131 442 +311 
Other nonbasic commodities: ay 
Barley Sey cela inen i — 2 | 14 +12 
Beans, dry edible______ al ae Oe 7 4 ; 
( ‘ottonseed products ; rea ieee eck Saul 20 59 4-39 
Flaxseed____.___- = aldedind wtaitinliiceens pie abe 6 | 15 +9 
Linseed oil ; : dated ; sare 45 | 7 —38 
Oats- ait ; ‘ 4 | 14 +10) 
Seeds ‘i Sheds ges | 18 | 4 | wd 
Sorghums, grain - 7 42 | +35 
ens aans sa ; 2 4 +2 
Total other nonbasic ei me ; a 111 163 | +52 
Total price-support program ee nee acces 419 | 799 +380 
Commodity export program . coal 26 50 4-24 
Other programs. __- aie was ‘aT RI Sasbwiakia = sok . 
Interest, administrative, and other (net)_-_-___-- Le ; 103 | 81 9) 
Total realized losses__.-.- elite Spe ale ee ky 547 929 | +382 
| 
‘ Denotes gains. 

ADMINISTRATIVE EXPENSES, COMMODITY CREDIT CORPORATION 
RINNE: IU gD a isn casa eipe es emeensese pon wise mama e $26, 000, 000 
Proposed supplemental authorization, 1956, for ine reased volume of 

price-support activities and for pay act costs_____-_-_________ 4, 964, 000 





i rae thai 30, 964, O00 
-.. $1, 000, 000 


SS a | a 
Budget estimate, 1957______~- 


Increase_ 


i aa rd +36, 000 


Summary of increases and decreases, 1957 
Decrease in price-support operations_____________ senna er aii Se Be ODO 
Decrease due to an unobligated balance in 1956__________ 2 —TO0, O00 


Increase to provide a contingency reserve to enable the Cc orporation 
to meet any unforeseeable increase in workload___________ _ +1, 860, 000 








MM} 


WH) 
1) 


Mw) 
WO 


MH) 


My) 


3 
4 
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Project statement 








| | increase (+) 








Project | 1985 1956 or 1957 

| P | (es ated 

! stimated) | decrease (—) | ‘ stimated) 
ane inate | i : dilatininiicteette 

1. Price support program..-.-.....---.-.-------- $22, 872,167 | $28, 676,000 | —$1, 124, 000 $27, 552, 000 
). Storage facilities program - - ----..------- | 1, 516, 102 | 1, 494, 000 1, 494, 000 
3. Commodity export en saiodns alipetyena eno 4t 52, 246 | 94, 000 - 94, 000 
U nobligated balance x cle ond Sikes didansiieass $49, 485 | 700, 000 —700, 000 : F 
Contingency reserve. - ..---.---------------- | e- : | oi +1, 860, 000 l, 360, 000 
otal pay act costs (P ublic Law 94).....--..-- (581, 711 I (1, 734, 877 } (-1: 24, 777 | [1, 610, 100] 
Total available or estimate...............| 25, 290, 000 30, 964, 000 + 36, 000 31, 000, 000 


| = = 
Proposed supplemental due to increased work | 


load —3, 247, 123 


Proposed supplemental due to pay ‘increases | mons oo | —4I, 716, 877 
Total proposed supplemental...-......-.-}--- a —4, 964, 000 
Total appropriation or estimate... .....-- ~ 95, 290, 000 | 26, 000, 000 


Mr. Marswauz. Do you have a general statement that you wish to 
make with regard to the restoration of capital impairment / 

Mr. Beacn. The restoration of capital impairment is in accordance 
with the act of March 8, 1938, as amended, which provides that the 
Corporation’s assets and liabilities shall be appraised by the Secretary 
of the Treasury, as of June 30 of each year, and any capital impairment 
as of that date will be the subject of an appropriation request before 
the Congress. 

The act was amended in 1954 to provide that that appraisal would 
be made on a realized loss basis; in other words, the restoration now is 
only for losses that have actu: ally been realized. There are no esti- 
mated losses involved. The actual realized losses in the fiscal year 
1955, which of course are those being covered by this appropriation, 
amounted to $929,287,178. That is an increase of $927,652.519 over the 
restoration for the preceding yea 

The reason for that large difference is the fact that the restoration 
as of June 30, 1954, took up the slack between the previous provision 
of the law and the new provision. Under the old provision of the law 
the Treasury made its appraisal on the basis of cost, or average market 
value in June, whichever was the lower, and the impairment was an 
estimated amount, As of June 30, 1954, the Corporation had already 
received $545 million covering estimated losses and that amount was 
deducted from the restoration request of last year, bringing it down 
to the $1,634,000. Thus, the proper comparison from the st: indpoint 
of realized losses is between $929,287,178 and the realized losses in the 
fiscal year 1954 of $547,168,842. 

That statement is shown on page 451 of the justifications. 


BREAKDOWN OF REALIZED LOSSES AND GAINS BY PROGRAMS AND 
COMMODITIES 


Mr. Marsnan. Last year on pages 1294 and 1295 of the hearing you 
placed a table of realized losses and gains of the CCC, Will you bri ing 
that table up to date? 

Mr. Bzacu. Yes; we have it right here. 

Mr. Marsuauu. We will place: it in the record at this point. 

(The table referred to is as follows :) 
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SUMMARY OF MAJOR COST ELEMENTS INCLUDED IN REALIZED LOSSES AND 
GAINS 


Mr. MarsuHaui. We would also like for you to furnish a breakdown 
of the restoration showing separately the amount for interest, storage, 
transportation, and administration. 


Mr. Bracu. We can do that. 
(The table requested is as follows :) 


ComMmopity CREDIT CORPORATION 


Summary of major cost elements included in realized losses and gains applicable to 
restoration of capital impairment 


Fiscal year | Increase (+) or 














— decrease (—), 
item | in realized 
1956 (1954 1957 (1955 | oo 
: s : : osses 
impairment) impairment) | 
ciliate jacmecicansia 
Realized program loss: ! 
Storage and handling - : ..-----| $159,032, 000 $250, 951,000 | -+$91, 919, 000 
Transportation and accessorial 68, 329, 000 107, 550, 000 +39, 221, 000 
Commodity costs and other misce llaneous program | | 
i sain ma eden 216, 925, 516 490, 268,325 | +273, 342, 809 
Total realized program loss-_--..............-- ; 444, 286, 516 848, 769,325 | +404, 482, 809 
Administrative and nonadministrative expenses (net 
eee eee ee 28, 344, 223 32, 632, 409 | +4, 288, 186 
Interest expense (net of interest income) --.........-.--- 74, 538, 102 47, 885, 444 | — 26, 652, 658 





Total realized losses__......- Sek hind a rincdtralicm acu 547, 168, 841 929, 287, 178 +382, 118, 337 


‘ Breakdown by major elements included in program losses are estimated since the cost value of com- 
mo.dity of disposed of is reported to Washington in terms of the average aggregate of all cost elements. 


STATUS OF OBLIGATIONS 


Mr. Marsuauy. What is the latest report on your total obligations 
against your borrowing authority ? 

“Mr. Beacu. As of March 31 our total borrowing power in use 
amounted to about $11,400 million. We had an earlier estimate that 
might have been slightly greater than that, but the actual figures 
indicated $11,400 million. We estimate the peak use during this fiscal 
year will run about $11,600 million, but that is just before the new 
crops start to move. 


ESTIMATED PURCHASES OF DAIRY PRODUCTS 


Mr. Marsuauu. We are getting into the flush season as far as dairy 
products are concerned. Do you have any estimate as to how many 
dairy products you are going to have to purchase in dollars for the 
next 6 months? 

Mr. Beacu. I have it for the fiscal year. 

Mr. MarsHauyi. Will you place that in the record at this point ? 

Mr. Beacu. Yes. 
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(The information is as follows :) 


Estimated purchases of dairy products, fiscal year 1957 


Butter $108, 170, 000 
<“heese s 63, 044, 000 
Milk, nonfat dry 97, 800, 000 
Fluid milk for Armed Forces and Veterans’ Affairs__..._________ 10, 500, 000 


Total 279, 514, 000 


LIMITATION ON ADMINISTRATIVE Expenses, Commopiry CreEepIT 
CoRPORATION 


Program and financing 


1955 actual [1956 estimate|1957 estimate 


Programs by activities: 
1. Price support program een eC Ue 
2. Storage facilities program o: 1, 516, 102 | 1, 494, 000 , 494, 000 
3. Commodity export program 52, 246 | 94,000 | 94, 000 
OCORRTIIIIIST THEO oo ic omasicdievincenccows ‘i pnwelwehateakin iiss Macatee , 860, 000 
Total administrative expenses 24, 440, 515 30, 264, 000 
Financing: | 
Unobligated balance no longer available 849, 485 700, 000 
Limitation _-.- a 25, 290, 000 26, 000, 000 31, 000, ( 
Proposed increase in limitation due to 
workload and pay increases 4, 964,000 |.....---. Lean 


Administrative expenses by objects 


1955 actual | 1956 estimate | 1957 estimate 


COMMODITY STABILIZATION SERVICE 


lotal number of permanent “sepever oda aivets supaccceel 5, 322 5, 089 
Full-time equivalent of all other positions-.------- ‘ 8 | 10 
Average number of all employees- - ----- : page 4, 738 4,472 
Number of employees at end of year eaeae oauhes 5, 4, 790 


Average salaries and grades: 

General schedule grades: 
Average salary-__------ i ease 4 $4, 192 $4, 496 $4, 523 
Average grade... -..--.--- ae ‘ ai ; GS-5. 3 GS-5. ; GS-5. 4 


Personal services: 
Permanent positions-__ = LR ; : $16, 213, 025 $20, 496, 607, 737 
Positions other than permanent-.------- ee ‘ 50, 91, 064 
Regular pay above 52-week base- - ----- ‘ ee 45, 80, , 
Payment above basic rates-_---- .Setvaidubnaaeadb 387, 25 528, : 400, 050 
Total personal services -- 4 16, 994, ¢ 21, 149, 38% 20, 098, 851 
02 Travel. 7 i ee ilar | 704, 22 , 061, , 044, 000 
03 Transportation of things-- : 89, 885 86, 86, 000 
(4 Communication services 952, ¢ 653, 653, 000 
05 Rents and utility services_- ; 1, 187, 392 , 627, , 931, 300 
06 Printing and reproduction 579, 088 763, 770, 700 
07 Other contractual services - 175, 012 158, 151, 039 
Services performed by other agencies-.-- 3, 253, 317 3, 788, 3, 827, 840 
supplies and materials-- 312 296, 170 
Equipment 2, 1, 600 
Rel 'nds awards, and indemnities - - , 697 10, 10, 200 
Taxes and assessments. ; ‘ ‘ 2, 23% 66, 67, 100 
nt gency reserve a , 860, 000 


Total, Commodity Stabilization Service - - 23, 957, 340 29, 680, 30, 797, 800 


ALLOCATION TO AGRICULTURAL MARKETING SERVICE 


otal number of permanent positions : 94 
Average number of all employees. - - - 76 
Number of employees at end of year. - 


\verage Salaries and grades: 
General schedule grades: 
Average salary. 
Average grade 
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Administrative expenses by objects—Continued 


1955 actual | 1956 estimate | 1957 estimate 


ALLOCATION TO AGRICULTURAL NARKETING SERVICE—Cont. 


01 Persona! services: 


Permanent positions $401, 274 $477, 545 $158, 300 
Positions other than permanent__--- 250 | 
Regular pay above 52-week base__ : 1, 681 2, 455 
Payment above basic rates 2, 285 2, 800 1, 600 
Total personal services_. : ; A 405, 490 482, 800 159, 900 
02 Travel. 52, 593 61, 500 24, 100 
03 Transportation of things - i 770 1, 800 O00) 
04 Communication services 9, 554 9, 700 , 300 
05 Rents and utility services 1, 506 4, 300 1, 500 
06 Printing and reproduction 2, 623 7, 600 5, 400 
07 Other contractual services 6, 048 7, 900 2 800 
08 Supplies and materials 2, 348 5, 300 2, 600 
13. Refunds, awards, and indemnities 1, 402 1, 300 1,000 
15 Taxes and assessments ; S41 1,000 70 
Total, Agricultural Marketing Service. - ‘ 483,175 583, 200 _ 202 2) 
fotal administrative expenses 24, 440, 515 30,2 4, 000 “31, 000, 000 





Mr. Marsuary. You have an increase of $36,000 for administrative 
expense. Would you give us a comparison of your workload for 
1955 and 1956 and tell us how they compare? 

Mr. Beacn. With respect to administrative expenses, the increase 
of $36,000 is merely a rounding of the amount we anticipate we will 
use this year, $34,964,000. The estimate for 1957 is $31 million. As 
you will note ‘from the justifications, we have asked that $1,860,000 
of that be placed in the reserve. Our actual estimated requirements 
at the time this estimate was made came to $1,860,000 less than the 
$31 million. We feel it is necessary to have a reserve because of 
unforeseen circumstances that seem to always develop in the case of 
the CCC. One has already developed which will use a substantial 
part of that reserve, and that is the new school-milk program, which 
will add a total cost of about $700,000 to our previous estimate of 
operating expense. We sobhenoll ite, to give you an example of the 
use of that reserve, that this cost will be met from the reserve amount. 


WORKLOAD DATA 


With respect to the workload of the Corporation, we anticipate in 
the fiscal year 1957 we will have a larger volume of inventory and a 
continuing large volume of loans. We convert those estimates of 
program volume into numbers of documents actually to be handled: 
in other words, the number of bills of lading, warehouse receipts, and 
so forth, and on the basis of a detailed work-measurement System we 
have in our large commodity offices those estimates are then converted 
to dollar costs based on production rates and production standards. 

Our production standards have been held high and have been 
Increased each year. 

With respect to the actual volume of operations, I have a little 
statement that we can insert in the record which shows a comparison 
of the loans made and the acquisitions and dispositions made of the 
major commodities in 1955, 1956, and 1957, and I also have a state- 
ment that shows in terms of a detailed document count the estimates 





ae 
ny 
7 
t 
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of the workload in the CSS commodity offices for the fiscal years 1956 
and 1957. 

You must recognize that the estimates of volume for the fiscal year 
1957 on which this budget is based were made last November before 
the crops were all harvested, and before they had all been moved, 
and many events have transpired since that time that may change 
things. Of course, we do not know yet what the 1956 crop will be, 
which cause the bulk of our cost as far as loans are concerned. 

(The information referred to above is as follows :) 


Comparison of major price support operations 


Major commodities | 1955 actual | 1956 estimate | 1957 estimate 


Loans made: 
Corn thousands of bushels 203, 918 255, 000 300, 000 
Cotton. bales 2, 307, 751 6, 525, GOO 2, 025, 000 
W heat-.-.-. ; thousands of bushels 385, 305 250, 324 200, 000 
Other grains i wide 320, 251 348, 875 325, 600 
4 cquisitions: 
Corn.... ; : do | 364, 132 264, 62 332, 915 
Cotton bales , 670, 740 }, 387, 11S 4, 520, 000 
Wheat --- thousands of bushels 452, 751 248, 57: 182, 500 
Other grains do 296, 237 302, 21% 273, 049 
Dairy products- P thousands of pounds , 008, 219 , 089, 590 | 921, 845 
Dispositions: | 
Corn thousands of bushels 148, 346 111, 7§ 140, 922 
Cotton bales 141, 352 : 885 2, 835, 000 
Wheat_- thousands of bushels 251, 416 274, 45: 273, 665 
Other grains do | 139, 253 6 249, 411 
Dairy products---- thousands of pounds. -| 1, 450, 137 , 557, , 205, 545 


ComMopitTy CREDIT CORPORATION 


TABLE I.—Estimated volume of commodities—Commodity Credit Corporation 
price-support and storage-facility program, fiscal years 1956 and 195? 


| All commodities except Cotton (thousand 
cotton (carlots) bales) 


1956 | 1957 


Loans made 
Loans repaid 
Loans forfeited: 
1. Warehouse stored 190, 799 
Se eee ares Ciaatiee atbeed 237, 002 219, O80 


Il, INVENTORY MANAGEMENT 


On hand beginning of fiscal year_.____-- ; a , 058, 370 1, 162, 143 
Additions: 
1. Purchases aa : — 26, 765 24, 543 
2. Purchase agreement deliveries. : ; 58, 826 47, 947 
Forfeiture of collateral... _- , ; 427, 801 395, 452 
+. Exchanges ; ae ; 33, 000 33, 000 
S, "DeRRS . kxi a. cae ‘ a 35, 000 35, 000 


Total additions 


Dispositions: 
Rs i acts ae we 387, 947 
2. Donations 21, 672 
3. Exchanges_______- ; > 33, 000 
4. Transfers_.__- ee 35, 000 


Total dispositions 477, 619 


On hand end of fiscal year___- ws , 162, 
Reconcentrations ; 
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FACTORS AFFECTING ACCURACY OF ESTIMATES 


Mr. Marsuat. I note that you are asking for an increase in funds 
when your projec ted volume of commodities is less in 1956. That is 
rather odd, is it not? 

Mr. Bracu. No, sir; it goes back to this point that I mentioned a 
moment ago. We asked for a contingency reserve of $1,860,000 in 
the total limitation. This is an authorization to utilize CCC funds 
and the reserve would be held subject to use only when approved by 
the Bureau of the Budget. That reserve has been included in the 
language in past year's by this committee; in fact, it was originated 
by this committee and we found it to be very helpful from the stand- 
point of at least minimizing the diffic ulties involved in coming up 
for supplemental authorizations. We have had to come up for sup- 
plemental authorizations through each of the last 3 years. As you 
recall, we were before you recently on the fiscal year 1956 supple- 
mental. 

Our actual estimates of man-years of time required at the time we 
made the estimates for 1957 indicated we would need 4,945 man-years 
as compared with 5,265 for the fiscal year 1956. The difference be- 
tween 5,265 and 4,945 j is reflected in this reserve of $1,860,000. There 
is every possibility that this reserve might not be sufficient. 

Mr. Vursety. I notice that you say on page 454: 

It is estimated that the quantity of cotton placed under loan will decrease 
from 6,525,000 bales in the fiscal year 1956 to 2,025,000 bales in the fiscal year 
1957, and that wheat under loan will decrease from 250,323,600 bushels in 1956 
to 199 million in 1957. 

What is the reason for that? 

Mr. Beacu. That is a good indication of the difficulty of making 
these estimates, Mr. Vursell. 

In the first place, the 6,525,000 bales of cotton we anticipated would 
go under loan in the fiscal year 1956 has actually turned out to be 
over 7,250,000 bales. In the case of wheat, the actual amount of loans 
has been considerably more than 250 million bushels. I think it is 
in the neighborhood of 320 million bushels. 

With respect to the estimate for the fiscal year 1957, we made the 
estimates on the basis of general assumptions laid down by the Bureau 
of the Budget. One of ‘the : assumptions that we have follow ed over 
the entire histor vy of our estimates in the Corporation, is the use of 
average yields. The use of average yields in the case of cotton with 
the estizaated acres to be ple anted under the marketing regulations 
would provide the production resulting in loans on about 2 mililon 
bales. If the yield turns out to be another record yield, as it was 
last year, we would be very far off on that estimate. 

Weather, export markets and insect damage and all those factors 
that affect crop production and prices have a direct effect upon the 
validity of the estimates. 

Mr. Vursetyi. That is all at this time, Mr. Chairman. 


COMPARISON OF 1952, 1954, AND 1956 GRAIN STORAGE AGREEMENTS 


Mr. Marsuaru. Before we leave this, we had a group of people in 
talking to use about the uniform grain stor age agreement. I wonder 
if you “could place into the ree ord the difference between the rate and 








1834 





the provisions between the 1952 grain storage agreement and the agree- 
ment now in effect, and any contemplated changes that you expect to 
make. 

Mr. McLarty. We will be glad to do so. 

(The information is as follows:) 


3 
a 
@ 
¥ 
ti 
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Comparison of uniform grain storage agreement charges on truck-received grain 
1952, 1954, and 1956 


[Cents per bushel] 
































1952 1954 | 1956 
Receiv-| Load- |Annual| Receiv-| Load- | Annual Receiv-}| Load- | Annual 
ing ing out} storage} ing ing out | storage| ing ing out | storage 
| | | | | —_-—- 
a | | 
Oats | | | 
Commingled 3. 000 0.500 | 10.375 | 3.000 0. 500 | 10.875 2. 75 0. 750 11. 680 
Identity preserved....--| 3.000 | .500 | 10.375 | 3.000 . 500 | 10.875 | 2.000 - 750 | 11. 680 
Corn | 
Commingled | 4.000| .500} 12.625| 4.000/ .500 | 15.333 | 3.750] .750| 16.425 
Identity preserved _. -- 4. 000 . 500 | 11.833 | 4.000 - 500 | 14.200 | 2.500 .750 | 14.600 
Barley: | | | 
Commingled.__. | 5.000; .500| 12.625 5.000 . 500 | 15. 333 4. 750 . 750 16. 425 
Identity preserved _. | 5,000 | .500 | 11.833 | 5.000} .500 | 14.200] 3.250 750 | 14.600 
Flax: | 
Commingled_.-.-- 6.500 | .750 | 15.333 | 6. 500 . 750 | 16.333 6. 500 . 750 17, 885 
Identity preserved _- 6.500} .750| 14.200} 6.500] .750| 15.434] 4.500] .750| 16.060 
WHEAT AND ALL OTHER | | | 
GRAIN | | 
Area I: | | | 
Commingled_-.-- ---| 6.000} .500 | 13.333 6.000 | .500 | 14.333 | 5.750 750 15. 69 
Identity preserved 6.000 | .500 | 13.333 | 6.000 | .500 | 14.333 | 4,000 750 | 15.69 
Area II | 
Commingled- 6. 000 . 500 | 13.833 | 6.000 .500 | 14.833 | 5.750 . 750 | | 16, 425 
Identity preserved _- 6. 000 . 500 | 13.833 | 6.000 . 500 | 14.833 | 4.000 - 750 | 16, 425 
Area III: 
Commingled_-.-- 6.500 | . 500 | 14.333 | 6.500; .500 | 15.333 | 6.250 } 750 16. 790 
Identity preserved __--. 6.500 | .500 | 14.333 | 6.5 . 500 | 15. 333 | 4. 250 - 750 | 16.79 
Area IV: | | | 
Commingled---- : 7. 500 500 | 14.833 | 7.500] .500 | 15.833 | 7.250 a 17.1 
Identity preserved _. 7. 500 500 | 14.833 | 7.500 500 | 15.833 | 5.000 -70 | 17.15 
Area V: | 
CI ene ne ne caleceney pleted wed lemme -| 7.500; .500 | 16.166 | 7.250 .750 | 17.88 
Identity preserved_----.-|.....--- Rs Sede a tae 7.500 | .500 | 16.166 | 5.000 - 750 | 17. 885 
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Comparison of uniform grain storage agreement charges on rail received grain 
1954, and 1956 


(Cents per bushel] 


1952 | 1954 1956 


| Receiv-| Load- |Annual | Receiv-| Load- |Annual| Receiv-| Load- | Annual 
ing | ing out| storage ing ing out | storage ing ing out) storage 


Oats | | 
Commingled---- . 500 0. 750 . 500 0.750 | 11,125 0. 750 11, 680 
Identity preserved .500 | .750 | .500 |. 750 12 ; .750 | 11.680 
Corn 
Commingled eee . 750 2. | 1.500 | .750 5. B” . 750 16. 425 
Identity preserved . 500 . 75 2. . 500 . 750 , i 750 14. 600 
Barley: | | 
Commingled_.--- | 1.500 . 750 | 12. . 500 . 750 | 15. : . 750 16. 425 
Identity preserved | 1.500 . 750 | 12. . 500 . 750 ‘ & | .750 1 14.600 
f Jax | ' 
Commingled ..-| 2.000 . 750 | 15. 2.000 | .750 | 16. : .750 | 17. 885 
Identity preserved .-| 2.000 . 750 ‘ 2. 000 . 750 5. . 3 . 750 16. 060 


WHEAT AND ALL 
OTHER GRAIN 


Area I | | 
Commingled.--_...---- 5 7 13. 666 | 
Identity preserved... ---- y ‘ | 13. 666 
Area IT: 
Commingled---- ; , ; 14, 166 
Identity preserved ‘ ; | 14. 166 
Area III: | 
Commingled---- el | as = 14, 666 | 
Identity preserved ° ; we 14, 666 
Area IV: | 
Commingled_......-----| 1. 15. 166 
Identity preserved... .--- 1 ‘ 15. 166 
Area V: | 
Commingled_-.....----.. 
Identity preserved 











SCHEDULE OF RATES 
1952 SUPPLEMENT TO UNIFORM GRAIN STORAGE AGREEMENT NO. - 


All grain to be fully insured at warehouseman’s expense. (All charges on 
bushel basis) 


Subject to the provisions of section 21 of the Uniform Grain Storage Agree- 
ment, this supplement shall become effective as of the 1952 annual renewal date 
of the above-numbered agreement and supersedes all previous schedules of 
rates as of such date and shall continue in effect thereafter until superseded. 
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Grain received by truck 


Receiving, storing, insuring, conditioning, and all| 
Leondition-| other charges after Ist 10 days for 
ing and | "mainder of the annual period ' and) 

> | each succeeding annual period! (in) 


eee cents per diem) | 


Loading 


Commodity Areas 
out 


Cents 
3 180 days at 440; balance annual period 
Yo. 
Corn: : , 
Commingled- ; ‘ 4 | 150 days at 440; balance annual period 
14 | 
140. 
Identity preserved - ...--..---- l40 per diem 
Barley: 
Commingled- iwegen 150 days at 440; balance annual period | 
Yo. 
Identity preserved - --- i ie lo per diem 
Flax: | 
Commingled- -- -- : oui 6| 210 days at 440; balanee annual period | 
| 14 
730. | 
Identity preserved A 542] Les per diem eaten foul 
Wheat and all other grain os | | 90 days at 440; balance annual period 
Vo. | 
| 120 days at 40; balance annual period | 
Vo. 
150 days at 40; balance annual period 
4 
730. 
180 days at 440; balance annual period | 
Léo. 





Grain received by rail or water 


| j | 


Receiv- | Storing, insuring, conditioning, and all | 
ing | other charges for each.annual period ! | 
charges (in cents per diem) 


Loading 
out 


Cents 
a ; AR, 053 1}4| 1st 18Udays, at 140; next 185 days at 4o_| 
Corn: 

Commingled_---- 144) Ist 150 days, at 440; next 215 days, 
M4o. 

Identity preserved 1144! Yo per diem 
Barley: | 

Commingled_. a 144| 1st 150 days, at 140; next 215 days, at | 
Yo. 

Identity preserved 7 | “ap gS ne 
Flax: | 
Commingled diphddwaunh wal Ist 210 days, at 340; next 155 days, at 

l4 | 
| 730. 
Identity preserved See -| Los per diem Saeed .| 
W heat and all other grain______-__- ist 90 days, at 40; next 275 days, at 4o 
Ist 120 days, at 420; next 245 days, at 
40. 
Ist 150 days, at 440; next 215 days, at 
l4o. 
Ist 180 days, at 440; next 185 days, at 
140. 





r 


! Annual period begins on the date of the warehouse receipt. 

2 Area I includes Arizona, California, Idaho, Nevada, Oregon, Utah, and Washington. 

3 Area II includes Minnesota, Montana, North Dakota, and South Dakota, also Superior, Wis 

4 Area III includes Colorado, Illinois, Iowa, Kansas, Missouri, Nebraska, Wyoming, and Wisconsin, 
except Superior. 

5 Area IV includes all States not listed in areas I, II, and IIT above. 


Note.—Charges on flax shall be computed on a gross-bushel basis. 

Direct transfer 142 cents per bushel. 

Add customary port authority or mandatory charges where grain is received at port locations. 

In accordance with section 18 (b) of the above-numbered agreement, in those 
cases where prepayment of charges has not been made by the producér the 
amount of the provisional payment with respect to each kind of grain owned 
by Commodity shall be an amount not to exceed the receiving charge plus the 
first 120 days’ storage charges at the rates set out above. In the event prepay- 
ment of storage charges has been made by the producer, the amount of the pro- 
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visional payment shall not exceed the amount of receiving charges indicated 
above. 
COMMODITY CREDIT CORPORATION, 


Accepted : 


a»v 
SCHEDULE OF RATES 
1954 SUPPLEMENT TO UNIFORM GRAIN STORAGE AGREEMENT NO. — 


All grain to be fully insured at warehouseman’s expense. (All charges on bushel 
basis. ) 


Subject to the provisions of section 21 of the Uniform Grain Storage Agreement, 
this supplement shall become effective as of the 1954 renewal date of the above- 
numbered agreement and supersedey all previous schedules of rates as of such 
date and shall continue in effect thereafter until superseded. 


72013—56—pt. 428 
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In accordance with section 18 (b) of the above-numbered agreement, in those 
cases where prepayment of charges has not been made by the producer the 
amount of the provisional payment with respect to each kind of grain owned by 
Commodity shall be an amount not to exceed the receiving charge plus the first 
120 days storage charges at the rates set out above. In the event prepayment 
of storage charges has been made by the producer, the amount of the provisional 
payment shall not exceed the amount of receiving charges indicated above. 

The annual period referenced in columns (4) and (7) of the above schedule 
are the periods beginning on the date the grain was deposited in the warehouse, 
or became subject to the terms of the agreement in store, and on each anniversary 
of such date that the grain remains in store. In the case of grain in store on 
the effective date of the above schedule of rates (1954 renewal date of the 
agreement), the rates set out in the above schedule shall apply, as of such 
effective date, beginning at the point in the rate structure which would have been 
reached during the current annual period if the above schedule had been in 
effect from the date of deposit of the grain. 

The following additional rates shall apply: 

1. A service charge, in the amount of the applicable receiving charge column 
(6) on grain received by rail or water and in the amount of one-half of the 
applicable receiving charge column (3) on grain received by truck, shall accrue 
as of each anniversary of the date of deposit falling after the 1954 renewal date 
(May 31 or June 30), and shall be payable with other charges in accordance with 
section 18 of the agreement. 

2. Direct transfer 214 cents per bushel. 

3. Customary port authority or mandatory charges where grain is received at 
port location. 

COMMODITY CREDIT CORPORATION, 


Accepted : 


SCHEDULE OF RATES 


1956 SUPPLEMENT TO UNIFORM GRAIN STORAGE AGREEMENT NO. - 


All grain to be fully insured at warehouseman’s expense (all charges on 
bushel basis) 


Subject to the provisions of the above-numbered agreement, this supplement 
shall become effective as of May 31, 1956, or June 30, 1956 (depending upon 
whether May 31 or June 30 is the annual renewal date of the agreement as 
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specified in section 28 thereof) and supersedes all previous schedules of rates 
as of such date and shall continue in effect thereafter until superseded. 


b linsie 93 ; 

| Storing, insuring, con- 
_% | ditioning, and al} 
other charges * (thon- 


Receiving charges (cents) 


i + Loading | sandth of a cent per 
Commodity Areas By truck outcharges} day) 
pa ca 2 | By rail or (cents)? |_ ee. 
| water | | 
Commin Identity Commin Identity 
gled ! | preserved ? gled preserved 
i ' 
(1) 2 m4} wie@tuthl oe (6) (7) (8) 
Sti Sika alaet olds Sick duk-gnadecaiiactdl-taiks nihicsetdiniene 
Oats : : All 234) 2 | 1% 34 | 32 | 39 
Corn All 334 | 24 14 % 45 | 4) 
Barley _ -- ‘ All 434) 3% 14 34 45 | 4() 
Flax - - - All 614) 416 2 34 49 | 4 
I 58 4 114! 34 43 | 43 
Wheat and all = ig 4 sig 34 o | 4 
other grain..... IV 74 | 5 1% 34 47 | {7 
V 74) 5 | 1% 34 49 | 49 








1 The receiving charge on any interwarehouse truck movement of Commodity-owned grain shall be at 
rate not to exceed 214 cents per bushel for oats and 342 cents per bushel for all other grain. 

2 Applicable only to Commodity-owned grain from Commodity-owned facilities which the warehouse- 
man, under the conditions prescribed in sec. 6 (b) of the above-numbered agreement, elects to accept for 
storage or handling only on an identity preserved basis. Except as otherwise provided in this schedule of 
rates (see footnote 1) and unless otherwise mutually agreed by the warehouseman and Commodity, the 
charges shown in col. (3) are applicable to all other grain received by truck for storage or handling only on 
an identity preserved basis. 

3 The load-out charge on grain subject to the terms of this agreement received by truck prior to the effective 
date of this schedule of rates and still in store on such date shall be 4% cent per bushel, except for flax on 
which the rate shall be 34 cent per bushel. 

4 On grain received by truck for handling only, no charges for such services (storing, insuring, condition- 
ing, and all other charges) shall accrue during the first 10 days after receipt of such grain by the warehouse- 
man. 

NOTES 

Charges on flax shall be computed on a gross bushel basis. 

Listed below are the States included in each area referenced in col. (2): 

Area I: Arizona, California, Idaho, Nevada, Oregon, Utah, Washington. 

Area II: Minnesota, Montana, North Dakota, South Dakota (also Superior, Wis.). 

Area III: Colorado, Illinois, lowa, Kansas, Missouri, Nebraska, W yoming, Wisconsin (except Superior). 

Area IV: Arkansas, Connecticut, Delaware, Indiana, Kentucky, Louisiana, Maine, Maryland, Massa- 
chusetts, Michigan, New Hampshire, New Jersey, New Mexico, New York, Ohio, Oklahoma, Pennsy!] 
vania, Rhode Island, Texas, Vermont, Virginia, West Virginia. 

Area V: Alabama, Florida, Georgia, Mississippi, North Carolina, South Carolina, Tennessee. 


The following additional rates shall apply : 
1. Direct transfer 214 cents per bushel. 
2. Add 1 cent per bushel for wharfage, if such charge is customary, on grain 
received at port locations. 
COMMODITY CREDIT CORPORATION, 
a a 


Accepted : 


CHANGES IN UNIFORM STORAGE AGREEMENT FOR GRAIN, 1954 CoMPaARED WITH 
1952 


Section 5 of the agreement would be modified by adding a sentence at the end 
thereof providing for a limited period of storage if agreed to by CCC in writing. 
This provision may permit the use of some small warehouses for storage pur- 
poses which have in the past refused to make any space available for storage. 

The present requirement in section 7 of the agreement that the warehouseman 
at all times maintain a stock of grain equal not only to the quantity, class, and 
grade, but also to the quality which he is obligated to deliver under the agree- 
ment, would be modified so that the warehouseman would not be in violation 
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of the section if the stock of grain maintained was equal to the quantity, class, 
and grade and was fairly representative of the quality which he is required to 
deliver under the agreement. This modification takes into account the fact 
that quality factors within the numerical grades cannot always be kept at a 
constant level. It would not, of course, relieve the warehouseman of his obliga- 
tion to deliver to CCC grain of the quality called for. The provision in this 
section obligating the warehouseman to maintain a stock of grain equal to 
the quantity, class, grade, and quality called for by all outstanding warehouse 
receipts (including receipts representing grain not subject to the agreement) 
would be modified by eliminating the word quality. The elimination of quality 
as a factor in the determination of whether the warehouse is “in balance” is 
based upon the fact that, except under the agreement, the warehouseman’s obli- 
gation to deliver stored grain is satisfied by the delivery of the grade called for 
by the warehouse receipts. Under the present wording of this section the 
warehouseman is required to keep all grain in the warehouse on which the ware- 
house receipts are issued except that grain not subject to the agreement may be 
held in other storage positions if provided for by State statute. Under the 
proposed modification, such grain could also be held in other positions if author- 
ized either by statute or by the regulations of State supervisory bodies. 

Section 10 of the agreement would be modified in a manner intended to stream- 
line the procedure involved in the determination that grain is in danger of going 
out of condition, as well as in the disposition of such grain, and the determina- 
tion of the extent of the warehouseman’s liability with respect thereto. The 
proposed modification of this section also contains a new provision under which 
CCC would have the right to move grain into the warehouse to replace grain 
loaded out when determined by the warehouseman to be in danger of going out of 
condition. 

Under section 11 of the agreement CCC presently would have the right, under 
certain circumstances, to reject any car of grain falling below the weighted- 
average quality called for by the loading order, even though such car of grain 
was of the numerical grade called for. Under the proposed revision, such cars 
of grain would not be subject to rejection if they were fairly representative of 
the quality called for on the loading order. The warehouseman would still be 
liable for any market discount applicable to within grade quality differences. 
During recent discussions of this matter terminal warehousemen and the direc- 
lors of the Commodity offices agreed that the strict right of rejection had not been 
exercised by CCC and that operation had been in accordance with the proposed 
modification, The warehousemen insisted that if such strict right of rejection 
were exercised by CCC they would be placed in an untenable position by virtue 
of the variance in quality factors of grain grown in different years and the neces- 
sity of rotating stocks in the warehouse in order to prevent deterioration of CCC 
svrain on long-term storage. 

Section 11 of the agreement would be further modified by increasing the protein 
tolerance from one-tenth of 1 percent to three-tenths of 1 percent. Under the 
original agreement issued in 1940, this tolerance was oue-half of 1 percent; from 
146 to 1952 such tolerance was three-tenths of 1 percent: and since 1952 it has 
been one-tenth of 1 percent. In connection with this matter, the trade also takes 
the position that contemplated long-term storage of CCC wheat and the conse- 
yuent necessity of rotating stocks makes it impossible for them to agree to con- 
tinue use of the smaller protein tolerance. 

The modification under section 11 contains new provisions relieving the ware- 
houseman of liability as a guarantor and holding him to common-law liability in 
the cases of quality deficiencies resulting from breakage of corn, soybeans, and 
grain sorghums and in the case of Food and Drug seizures of grain which meets 
the requirements of the agreement on the basis of the official grain standards. 

Under section 13 of the agreement, premiums (overdeliveries in quality by the 
warehouseman) are offset against discounts (underdeliveries in quality) on the 
same kind of grain. Any excess of discounts over premiums is paid by the ware- 
houseman to CCC in cash; any excess of premiums over discounts is dropped at 
the time of termination of the agreement. However, since 1950 discounts on 
sainple grade grain (unless called for on the loading order) and on grain re- 
lected as not fairly representative of the quality called for, have not been eligible 
for offset. As a result, warehousemen have been required to pay cash discounts, 
while accumulating unusable premium credits, even though the weighted-average 
quality of the grain delivered over a period of time might be equal to or better 
than the average quality of the grain called for by the warehouse receipts. The 
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proposed modification of this section would permit premiums to be applied against 
all discounts on the same kind of grain. 

Two new subsections would be added to section 25 of the agreement. Subsec- 
tion (b) would obligate CCC to obtain prior consent of the warehouseman. before 
acquiring commercial grain in store in the warehouse except where such grain 
is being acquired for shipment. Terminal warehousemen have complained that 
where they have made available to the price-support program the maximum 
amount of space which they can spare and still carry on their normal merchan- 
dising and commercial storage activities it imposes an undue hardship for CCC 
to accept and convert to long-term storage, commercial grain from a depositor in 
exchange for CCC grain stored elsewhere. 

Under subsection (c) CCC would agree not to discriminate against the ware- 
houseman by loading grain out of his warehouse and take it out of line for the 
purpose of depositing it in a warehouse operated under the occupancy contract. 


APPENDIX A 
Commodity Credit 
Corporation Form 25 
(Revised 5-1-52) 
(Modified 3-31-54) 2 


1, SS By Bi DUR akan he avcne 


Originally executed_______-~-_- 
(Date) 


U. S. DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
COMMODITY CREDIT CORPORATION 
UNIFORM GRAIN STORAGE AGREEMENT * 


1. This Agreement, made and entered into this ____ - Gareof 22h. 
19__, by and between Commodity Credit Corporation, hereinafter referred to as 
“" ‘ommodity” ONE Shi ee teh aa , with principal place of business at 
pip atk g _ hereinafter referred to as the “warehouseman” 


Witnesseth : 
Whereas, the warehouseman represents that he owns or operates the ele- 
vator (s) or warehouse(s) located in the State of — Pita. eee Ge 


scribed on the attached “Schedule of Warehouses” and that sueh elevator(s) or 
warehouse(s), hereinafter referred to as the “warehouse”, has the equipment 
and facilities which are listed in his application for approval under the Uniform 
Grain Storage Agreement (the statements made therein being hereby incor- 
porated in and made a part of this agreement) for the receiving, handling, con 
ae warehousing, storing and loading out of grain; and 
Whereas Commodity desires that the facilities of the warehouse be made 

available with respect to grain as defined in this agreement, owned by, or in the 
possession of, Commodity or any other agency of the United States under the 
general supervision of the Secretary of Agriculture, or in the possession of any 
lending agency in connection with a loan made available by Commodity, or, as 
of the date of deposit, grain which is deposited in the warehouse by a producer, 
and later is delivered to Commodity under a price support “Purchase Agree 
ment”, or becomes security for a loan made, or made available, by Commodity 
(such grain being hereinafter referred to as “the grain” or as “grain subject 
to the terms of this agreement”) : 

4. Now, therefore, in consideration of the premises, the parties hereto cove 
nant and agree as follows: 

5. Agreement to cover all the grain accepted.—All the grain accepted by the 
warehouseman shall be received, stored (if the grain is in storable condition) 
up to the capacity made available by him, conditioned, loaded out, billed and 


1This print of CCC Form 25, Uniform Grain Storage Agreement, incorporates modifica- 
tions made therein to be effective as of the 1954 renewal date. It may be executed on or 
after that date by warehousemen not presently operating under the agreement. Ware 
housemen presently operating under the agreement may execute this modified print at any 
time, it being expressly agreed that the modifications contained herein shall be effective 
as of the 1954 renewal date, regardless of the date of execution. Sections modified are 
5, 7 through 13, 18 through 21, 25, 26, and 28. 

2 Portions in italicized type do not apply to the warehouses where official weights and 
grades are not available. 


A abet tie: AS te SIO Da Pe SRP RS 


















Smitten Ec. 


1843 


shipped as requested by Commodity or other authorized person and in accord- 
ance with the provisions of this agreement and the applicable Uniform Grain 
Storage Agreement Schedule of Rates (hereinafter referred to as “Schedule of 
Rates”). The period for which all the grain shall be stored shall be at the 
option of Commodity or the holder of the warehouse receipt, unless a limited 
period of storage has agreed to by Commodity in writing. 

6. Basis on which grain is stored or handled.—(a) All the grain accepted by 
the warehouseman, whether for storage or for handling only, shall be deemed to 
he commingled with other grain, and the responsibility of the warehousemarm 
with respect thereto shall be as if stored or handled commingled, unless Com- 
modity and the warehouseman have mutually agreed that the grain shall be 
stored or handled identity preserved in such a manner that the actual grain 
deposited and no other may be delivered to the owner of such grain, and unless 
the warehouse receipt and/or scale ticket or accompanying certificate is marked 
in a manner satisfactory to Commodity that the grain is stored or handled 
identity preserved. Grain subject to the terms of this agreement which is not 
of a storable grade and quality shall not be accepted by the warehouseman for 
handling only except on an identity preserved basis unless otherwise mutually 
agreed in writing by the warehouseman and Commodity. 

(b) Unless otherwise directed by Commodity, grain subject to the terms of 
this agreement accepted by the warehouseman for direct transfer shall be 
handled identity preserved. 

7. Obligation to maintain stocks in warehouse.—(a) In the case of grain 
stored commingled, the warehouseman shall at all times maintain in the ware- 
house indicated on the warehouse receipts and in which the grain was originally 
deposited for storage a stock of grain of the quantity, class, grade, and fairly 
representative of the quality which he is obligated to deliver under the ware- 
house receipts representing grain stored subject to the terms of this agreement, 
and shall at all times maintain in such warehouse a stock of grain which complies 
with the laws and regulations under which the warehouse is operated and which 
is of at least the quantity, class, and grade which he is obligated to deliver under 
all outstanding warehouse receipts (including receipts representing grain not 
subject to the terms of this agreement) except to the extent that grain other than 
grain subject to the terms of this agreement is held in other positions in accord- 
ance With applicable State statutes or in accordance with regulations promul- 
gated by State supervisory bodies. 

(b) In the case of the grain which is stored identity preserved, the warehouse- 
man shall at all times maintain the identical grain in the warehouse indicated 
on the warehouse receipt. 

8. Determination of inbound weights and grades.—The class, grade, quality, 
and quantity of all the grain received into the warehouse, whether for storage, 
handling only, or direct transfer, and whether it is to be commingled or identity 
preserved, shall be determined on the basis of official weights and grades at the 
warehouse location, if official weights and grades can be determined at that point, 
otherwise the weights and grades shall be determined by the best available means 
at the warehouse location, and, upon the request of the owner of the grain or the 
warehouseman, the grades shall be determined by the grading laboratory main- 
tained under the supervision of the ASC State Office of the State where the ware- 
house is located, or any grading laboratory qualified to issue official grade certif- 
icates, on the basis of a sample taken under the supervision of a licensed inspector, 
or a sample which the owner or his authorized agent and the warehouseman 
agree to be representative. 

9. Warehouse receipts and certificates —(a) With respect to the grain which 
is accepted by the warehouseman for storage, the warehouseman shall upon re- 
ceipt of the grain, or when grain in store is purchased by Commodity, issue, in 
form approved by Commodity, negotiable or nonnegotiable warehouse receipts as 
requested by the person entitled thereto, within three (3) business days following 
receipt of paid freight bills, weight and inspection certificates, and instructions 
concerning the issuance of the warehouse receipt, and shall indicate thereon the 
manner by which the grain was received by him (i. e., wagon, truck, rail, barge, 
ship, ete.). The warehouseman shall, if requested, make available to Commodity 
all available official weight, inspection, and protein certificates and shall, if re- 
quested, execute in such form as Commodity may prescribe, a supplemental cer- 
lificate to accompany the warehouse receipt, setting out all grading factors 
shown on the official inspection and protein certificates. When official weight, 
inspection, and protein certificates are not available, the warehouseman shall, 
if requested by Commodity, execute in such form as Commodity shall prescribe, 
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a supplemental certificate to accompany the warehouse receipt setting out the 
class, grade, percentage of damage, test weight, foreign material content, pro- 
tein content, moisture content, and any other grading factors affecting the quality 
of the grain, as determined in accordance with section 8. 

(b) With respect to the grain which is accepted by the warehouseman for 
handling only or direct transfer, the warehouseman shall execute a certificate, 
on such form as Commodity may prescribe, as to the quantity, class, grade, test 
weight, percentage of damage, foreign material content, protein content, moisture 
content, and any other grading factors affecting the quality of the grain, as de- 
termined in accordance with section 8. 

10. Responsibility for condition of grain.—(a) The warehouseman, at his own 
expense, shall take all necessary steps to keep all of the grain which is stored 
in the warehouse, whether commingled or identity preserved, from going out of 
condition, and shall condition any such grain which is out of condition or in 
danger of becoming so, to the extent that the warehouse is equipped to do so. 

(b) The warehouseman shall promptly notify Commodity if any of the grain 
which is stored identity preserved requires drying, or if any commingled grain 
with respect to which Commodity holds the oldest outstanding warehouse re- 
ceipts requires drying. The warehouseman shall, if authorized by Commodity. 
promptly dry such grain if the warehouse is equipped with drying facilities, 
payment therefor to be made at a rate agreed to by Commodity and the ware- 
houseman, except that no payment shall be made for drying which is necessi- 
tated by negligence on the part of the warehouseman. If the grain when de- 
posited in the warehouse requires drying to make such grain conform to the 
condition, grade, or quality described on the warehouse receipt, no payment 
shall be made by Commodity for such drying, even though such drying is per- 
formed at a later date. 

(c) A. If after the exercise of such care in receiving, storing and conditioning 
of the grain as a reasonably prudent owner thereof would exercise, the grain 
cannot be prevented from deteriorating or going out of condition, the ware- 
houseman shall immediately notify Commodity and accompany such notice 
with a written report setting out the bin or lot number, the approximate quantity 
of grain in each bin or lot, a list of the warehouse receipts, covering the grain 
in each such bin or lot (under the oldest warehouse receipts rule, if the grain 
is stored commingled), by number, date, quality, and quantity, and the basis 
of his determination that the grain is in danger of deteriorating or going out 
of condition. In the case of commingled grain with respect to which Commodity 
holds the oldest outstanding warehouse receipts, the warehouseman may also 
indicate whether he would be willing to store such grain identity preserved. 

B. In the case of grain stored commingled with respect to which Commodity 
holds the oldest outstanding warehouse receipts, Commodity shall within 5 busi- 
ness days after receipt of the report referred to in paragraph A above, furnish 
the warehouseman with a loading order for immediate shipment of such grain 
or with an authorization to transfer the grain to identity preserved storage, and: 

(i) If such loading order is furnished, settlement shall be made in ac- 
eordance with section 13, except that Commodity shall not have the right 
to reject any of such grain if the warehouseman loads out the identical 
grain covered by the report. 

(ii) If such authorization to transfer the grain to identity preserved 
storage is furnished and the warehouseman transfers the grain to identity 
preserved storage, settlement shall be made on the basis of an official grade 
determination based upon a representative sample taken and on the basis 
of weights determined at the time the warehouseman transfers the grain to 
identity-preserved storage and values shall be determined on the basis of 
eash prices current in the applicable terminal market as of the date the 
representative sample is taken: Provided, however, That the warehouseman 
shall not be charged for quality deficiency resulting from breakage of corn, 
soybeans and grain sorghums if such breakage was unavoidable and not 
the result of the warehouseman failing to exercise due care or provide 
appropriate warehousing services. The warehouseman shall give Com 
modity or its designated representative, if any, at least 24 hours advance 
notice of the date on which he intends to transfer grain to identity pre- 
served storage under the provisions of section 10 (c), but if he gives such 
notice he shall not be required to delay making the transfer beyond the 
time specified in such notice even though Commodity has no one present to 
supervise such transfer. Such transfer to identity preserved storage and 
the weight and grade determination shall be at the expense of the ware- 
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houseman and copies of the weight and grade certificates shall be furnished 
to Commodity promptly. 

(iii) In the event Commodity neither furnishes a loading order nor such 
authorization to transfer the grain to identity preserved storage within 
such 5 business days, the warehouseman may transfer such grain to identity 
preserved storage in accordance with (ii) above and settlement shall be 
made as provided therein. 

(iv) If the warehouseman is unwilling to retain the grain in identity- 
preserved storage and so notifies Commodity at the time he furnishes the 
weight and grade certificates referred to in (ii) above, or if the warehouse- 
man is unable to transfer the grain to identity preserved storage even tem- 
porarily and so notifies Commodity, Commodity shall furnish the ware- 
houseman a loading order for such grain as soon as it can make reasonable 
arrangements for disposition of such grain. Commodity shall keep the 
warehouseman currently informed as to the approximate date on which it 
expects to furnish such loading order. If the warehouseman does not furnish 
the weight and grade certificates referred to in (ii) above, settlement shall 
be made in accordance with section 13, except that Commodity shall not 
have the right to reject any of such grain if the warehouseman loads out 
the identical grain covered by the report. 

(v) Commodity, if it so requests at the time of issuance of an order 

to load out grain under this section 10, shall have the right to move other 
grain of the same kind into the warehouse to replace all or part of the 
quantity of the grain loaded out. However, the warehouseman shall be 
obligated to reserve space without charge for such replacement grain only 
for 10 days after completion of loading out of the quantity of the grain 
which Commodity has indicated will be replaced. The annual storage period 
for grain moved into the reserved space shall begin on the date of deposit 
of such grain. 
C. In the case of the grain stored identity preserved, the warehouseman 
shall be liable for any deterioration in quality or shortage in quantity which 
esults from his failure to give notice in accordance with paragraph A above 
If the warehouseman has given such notice, his liability shall be only as provided 
in section 18 (d). In the case of grain transferred to identity preserved storage 
under this section 10, the warehouseman shall not be obligated to give any such 
notice during the fifteen (15) calendar day period following the date of such 
transfer. 

(d@) Nothing contained in section 10 (c) above shall be construed to relieve 
the warehouseman of the obligation to keep the grain in condition, or to prevent 
further deterioration, to the extent the warehouse is equipped to do so. 

(e) For the purposes of this section, a representative sample shall be a sample 
drawn by an inspector licensed under the U. 8S. Grain Standards Act or by an 
inspector or sampler agreed upon by the warehouseman and Commodity which 
is obtained by running the entire bin or lot, or by sufficient probing to obtain a 
representative sample at proper intervals of the entire depth and area of the bin 
or lot: Provided, however, That if as the result of catastrophe, civil strife, strike 
or other event or condition beyond the warehouseman’s control and not caused 
by his negligence, a representative sample cannot be obtained promptly, the 
warehouseman shall so notify Commodity and Commodity and the warehouse- 
man, jointly and immediately, shall obtain a sample which shall be deemed to 
he representative. 

(f) Commodity hereby designates the warehouseman as its agent for the 
purpose of obtaining the removal of the seal on any bin of grain stored identity 
preserved in order for the warehouseman to comply with his obligation to con- 
dition such grain. The warehouseman shall immediately notify Commodity of 
any seal which has been broken regarding which Commodity has not previously 
been informed. 

11. Load-out requirements.—(a) If rail facilities are not available at the 
elevator(s) or warehouse(s) described on the attached “Schedule of Warehouses.” 
the warehouseman shall upon surrender of warehouse receipts representing the 
frain stored in such elevator(s) or warehouse(s), when so requested by Com- 
modity, deliver the grain into railroad cars or other transportation conveyance 
at the delivery point indicated in column 3, “Schedule of Warehouses,” and the 
provisions of this agreement, including the requirement for insurance, shall 
apply to such grain until loaded into the transportation conveyance and accepted 
by the carrier, 
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(b) Upon the surrender of warehouse receipts representing grain subject to 
the terms of this agreement which is stored commingled at a location where 
official grades and quality determinations are available, the warehouseman shall 
load out grain of the same class and quantity as that described on the warehouse 
receipts and accompanying documents, and: 

(i) If Commodity surrenders warehouse receipts representing grain of 
different numerical grades on a loading order calling for the load out of 
grain of a uniform grade and quality, the warehouseman shall, if he is able 
to do so, load out grain of such uniform grade and quality. Commodity 
shall have the right to reject any car of grain delivered pursuant to such 
a laading order which falls below the numerical grade called for on the 
loading order and if the weighted average grade and quality of the total 
delivery on the loading order falls below the uniform grade and quality called 
for, Commodity shall have the right to reject any car of grain falling below 
such uniform quality, even though within the numerical grade, if such 
‘ar of grain is not fairly representative of the quality called for on the 
loading order. If the weighted average grade and quality of the total 
delivery on the loading order is equal to such uniform grade and quality, 
all ears of such grain not falling below the numerical grade called for 
shall be accepted without settlement for quality differences and settlement, 
as provided in section 13, shall be made for the difference between the value 
of any car of grain accepted by Commodity which falls below the numerical 
grade and the value of grain of such uniform grade and quality. If the 
weighted average grade and quality of the total delivery on the loading order 
is not equal to such uniform grade and quality, settlement, as provided in sec- 
tion 18, shall be made for the difference between the value of any car of 
grain accepted by Commodity which falls below such uniform grade and 
quality and the value of grain of such uniform grade and quality. If the 
warehouseman is unable to load out grain of such uniform grade and quality 
against the warehouse receipts surrendered, he shall so notify Commodity 
before loading out the grain so that an appropriate understanding. may be 
reached with respect to loading out. 

(ii) If the warehouseman notifies Commodity that he cannot load out 
the uniform grade and quality called for by the loading order and an 
understanding is not reached with respect to loading out a uniform grade 
and quality, or if the loading order does not call for a uniform grade and 

quality, the warehouseman shall load out grain equal to the numerical 
grade and to the weighted average quality described on the warehouse 
receipts and accompanying documents for each numerical grade. Com- 
modity shall have the right to reject any car of grain delivered which falls 
below the applicable numerical grade and if the weighted average quality 
of the total delivery on the loading order applicable to the numerical grade 
falls below the weighted average quality described on the warehouse re- 
ceipts for the numerical grade, Commodity shall have the right to reject 
any car of such grain falling below such weighted average quality, even 
though within the numerical grade, if such car of grain is not fairly repre- 
sentative of such weighted average quality. If the weighted average 
quality of the total delivery on the loading order applicable to the numerical 
grade is equal to such weighted average quality, all cars of such grain not 
falling below the numerical grade shall be accepted without settlement 
for quality differences and settlement, as provided in section 18, made for 
the differences between the value of any car of such grain accepted by 

Commodity which falls below the numerical grade and the value of grain 

of such weighted average quality. If the weighted average quality of the 

total delivery on the loading order applicable to the numerical grade is not 
equal to such weighted average quality, settlement, as provided in section 

15, shall be made for the difference between the value of any car of such 

grain accepted by Commodity which falls below such weighted average 

quality and the value of grain of such weighted average quality. 

For the purposes of (i) and (ii) above, to the extent that grading factors are 
not shown on the inspection certificate, delivery of the numerical grade thereon 
specified (as provided in the Official U. S. Grain Standards) shall satisfy the 
warehouseman’s obligation (except as to protein content of wheat), it being 
specifically understood and agreed, however, that this provision shall not be 
construed as permitting the warehouseman to deliberately take advantage of the 


tolerances allowed under the U. S. Grain Standards Act or to depart from ethical! 
warehousing practices. 
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(c) Upon the surrender of warehouse receipts representing grain subject to 
‘he terms of this agreement which is stored commingled at a location where offi- 
jal grades and quality determinations are not available, the warehouseman 
shall load out or deliver grain of the same class and quantity and of a grade and 
quality fairly representative of the grain described on the warehouse receipts 
and accompanying documents. 

(d) In the case of handling only grain not identity preserved, the warenouse- 
man Shall load out grain of the same class and quantity and of a grade and 
quality fairly representative of the grain described on the certificates provided 
for in section 9 (b). 

(e) Upon surrender of warehouse receipts representing the grain which is 
stored identity preserved, and in the case of grain which is tendered to the ware- 
nouseman for handling only or direct transfer on an identity preserved basis, 
the warehouseman shall load out or deliver the identical grain received. 

(f) In connection with the load out of and settlement for wheat, the ware- 
houseman shall be allowed a protein tolerance of 3/10 of one percent from that 
determined by an official protein laboratory or a protein laboratory approved 
by Commodity and shown on the warehouse receipts or other documents. With 
respect to warehouses at locations where official grades are not available, such 
protein tolerance shall not be allowed unless the protein content of each lot of 
the wheat received by the warehouse is determined by such an official or ap- 
proved protein laboratory. 

(7) If the Official Grain Standards of the United States for the grain involved 
are changed after the grain is received in storage and before it is loaded out, 
the standards in effect at the time the grain was received into storage shall gov- 
ern the responsibility of the warehouseman for loading out the grain and settle- 
ment with respect to the grain loaded out. 

(h) Notwithstanding any other provision of this agreement, Commodity shall 
not have a right to reject grain solely because of grade or quality deficiency result- 
ng from breakage of corn, soybeans, and grain sorghums, and the warehouseman 
shall not be liable for the value of such deficiency, if such breakage was unavoid- 
able and not the result of the warehouseman failing to exercise due care or provide 
appropriate warehousing services. 

(i) The warehouseman shall not be liable for market discounts resulting from 
action taken under the Federal Food, Drug, and Cosmetic Act with respect to 
grain meeting the requirements of this section 11 on the basis of the Official Grain 
Standards of the United States, unless the condition of the grain on which such 
action was based resulted from his failure to exercise due care or provide appro- 
priate warehousing services. However, if such conditions resulted from such 
failure, the warehouseman shall be liable for the applicable market discount even 
though the grain would otherwise be acceptable without settlement for quality 
differences. 

(j) Except to the extent that such liability is limited by the provisions of sec- 
tions 10 and 15 and of this section 11, the warehouseman shall be liable as an in- 
surer and indemnify Commodity as provided in section 13 for any failure to load 
out or deliver grain meeting the requirements of this section. 

12. Determination of weights and grades on load out.—The class, grade, quality, 
and quantity of all the grain loaded out by the warehouseman, whether stored, 
handled, only, or direct transferred, and whether commingled or identity pre- 
served, shall be determined on the basis of official weights and grades at the ware- 
house location, or if official weights or grades are not available at such point, 
on the basis of official weights and/or grades at destination or at the inspection 
}oint shown on the shipping order furnished the warehouseman, which, unless 
otherwise agreed, shall be the customary location on the route of shipment of an 
inspector licensed under the U. S. Grain Standards Act. Such inspection shall be 
for the account of Commodity. In the event either party calls for federal appeal 
inspection, such inspection shall be final and the expense thereof shall be for the 
account of the party requesting the appeal. 

13. Settlement for load out.—(a) Subject to the provisions of sections 10, 11, 
and 15, settlement with respect to each individual warehouse for differences in 
value between the grain loaded out and the grain described on the loading order, 
if the loading order calls for a uniform grade and quality, or on the warehouse 
receipts and accompanying documents, or on the certificates provided for in 
section ® (bd) shall be made in accordance with this section 13: Provided, That: 

(i) In the case of warehouses at locations where official weights and grades 
are available, Commodity shall, as provided in section 11, have the election 
to reject grain not meeting the applicable requirements of such section, and 
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the warehouseman shall not be given credit for loading out the quantity of 
grain rejected. 

(ii) In the ease of warehouses at locations where official weights and grades 
are not available, Commodity shall have the election to reject grain not meet- 
ing the applicable requirements of section 11, but the warehouseman shall 
pay Commodity the value, as previded in subsection (c) of this section, of the 
grain which should have been delivered rather than replacing such grain 
unless it is mutually agreed that the grain shall be replaced. In the case of 
rejected grain which is not replaced, the warehouseman shall pay Com- 
modity the value of the grain which should have been delivered in cash 
except to the extent that such value is offset by the value of overdeliveries in 
quality on the same kind of grain. 

(iii) Commodity shall sell rejected grain for the account of the warehouse- 
man unless the warehouseman has tendered payment for the grain that 
should have been delivered or has requested that rejected grain be released 
to him or his authorized representative for purpose of sale, the proceeds of 
such sale to be applied to the loading order. 

(b) The warehouseman and Commodity shall make settlement with respect to 
each loading order for the difference between the value of the commingled grain 
which is loaded out by the warehouseman from locations where official weights 
and grades are available and which is accepted by Commodity, and the grain 
described on the loading order, if the loading order calls for a uniform grade and 
quality, or on the warehouse receipts and accompanying documents surrendered 
by Commodity or on the certificates provided for in section 9 (b), in accordance 
with the following: 

(i) in settling for differences in quantity (except in case of conversion 
where settlement shall be made on such legally applicable basis as Commodity 
may demand), values shall be determined on the basis of cash prices current 
in the applicable terminal market as of the date of inspection of the final 
shipment under the applicable loading order. 

(ii) In settling for differences in quality, values shall be determined on 
the basis of cash prices current in the applicable terminal market as of the 
date of inspection of the final shipment under the applicable loading order, 
except that the warehouseman shall not receive any credit for overdelivery 
in quality as between loading orders. 

(c) The warehouseman and Commodity shall make settlement for the differ- 
ence between the value of the commingled grain which is loaded out by the ware- 
houseman from locations where official weights and grades are not available and 
which is accepted by Commodity, and the grain described on the warehouse 
receipts and accompanying documents surrendered by Commodity, or on the cer- 
tificates provided for in section 9 (b), in accordance with the following: 

(i) In settling for differences in quantity (except in case of conversion 
where settlement shall be made on such legally applicable basis as Com- 
modity may demand), values shall be determined on the basis of cash prices 
current in the applicable terminal market as of the date the final shipment 
under the applicable loading order is accepted by the carrier. With respect 
to short weight cars, where the official report of the condition of the car 
shows evidence of actual loss, the warehouseman shall be allowed a quantity 
tolerance of one-eighth of 1 percent on the gross loading weights. 

(ii) In settling for differences in quality, values shall be determined on 
the basis of cash prices current in the applicable terminal market as of the 
date the final shipment under the applicable loading order is accepted by the 
earrier. The value of any underdelivery in quality on each loading order 
shall be paid to Commodity by the warehouseman in cash except to the extent 
that such underdelivery is offset by the value of overdeliveries in quality 
on the same kind of grain. The value of any overdelivery in quality not 
offset as provided herein or in section 13 (@) (ii) as of the date of the termi- 
nation of this agreement shall be dropped. For the purpose of this provision, 
the execution of a revised Uniform Grain Storage Agreement superseding 
this agreement shall not be construed as a termination of this agreement. 

(d) In making settlement for load out of the grain which is stored identity 
preserved, or grain which is tendered to the warehouseman for handling only 
or direct transfer on an identity preserved basis, the warehouseman shall be 
liable for any failure to deliver the gross quantity of the identical grain received. 
except that the warehouseman shall not be liable for natural shrinkage if such 
grain was stored in sealed bins under supervision of a disinterested custodian. 
If such identical grain is delivered, the warehouseman shall be liable for deti- 
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-jencies in quality only in the event such deficiencies in quality result from his 

failure to use due care or his failure to provide appropriate warehousing services. 
In settling for the load out of such grain from warehouses at locations where 
official weights and grades are available, values (except in the case of conversion 
where settlement shall be made on such legally applicable basis as Commodity 
may demand) shall be determined on the basis of cash prices current in the 
applicable terminal market as of the date of inspection of the final shipment under 
the applicable loading order. In settling for the load out of such grain from 
warehouses at locations where official weights and grades are not available, 
values (except in the case of conversion where settlement shall be made on such 
legally applicable basis as Commodity may demand) shall be determined on the 
basis of cash prices current in the applicable terminal market as of the date the 
tinal shipment under the applicable loading order is accepted by the carrier. 
If such grain is commingled with other grain, or if the identical grain received 
by the warehouseman is not delivered, the warehouseman’s yore shall be as 
provided with respect to commingled grain in sections 11, 12, 15 (b) and 13 (ce). 

14. Sacked grain.—Subject to all other provisions of this agreement, the ware- 
houseman may store the grain either in bulk, or, when customary, in sacks, but 
unless the holder of the warehouse receipts representing grain received in sacks 
directs loading out in sacks, the warehouseman shall load out all the grain in 
bulk. A deduction of *%4 pound per sack shall be used in determining the net quan- 
tity of the grain stored in sacks. When grain received in sacks is bulked, the 
empty sacks shall be baled and retained by the warehouseman for the account 
and subject to order of the owner. 

15. Insurance.—Without in any way limiting his obligation under the other 
provisions of this agreement, the warehouseman shall insure and at all times 
keep insured, in his own name, all the grain for the full market value thereof 
(rather than the support price), against loss or damage by fire, lightning, inherent 
explosion, windstorm, cyclone, and tornado, and, in the event of any loss or 
damage to the grain, or to the warehouse, whether or not such loss was insured 
against, he shall immediately notify Commodity and the holders of the ware- 
house receipts and the certificates provided for in section 9 (b) representing such 

grain, as the holders appear on the records of the warehouseman, and he shall 
at his own expense promptly take the steps neeessary to collect any moneys which 
may be due as indemnity for such loss or damage, including the bringing of suit, 
and, as soon as collected, shall pay to the holders of such warehouse receipts and 
certificates such moneys as may be collected for the loss or damage. For purposes 
of this section ‘‘full market value” shall mean the value required by law to be 
used by underwriters in paying for losses grain insured for its actual cash 
value. The warehouseman shall pay to the holders of the warehouse receipts 
and certificates, in addition to the insurance proceeds, any amount by which the 
insurance proceeds are less than such full market value, whether resulting from 
failure to collect in full from the insurer, failure to obtain a policy affording full 
coverage, or failure to report the total value of grain on hand on the last reporting 
date under a reporting form of policy. In the event the warehouseman insures 
against hazards to the grain not specified herein, such insurance shall inure to 
the benefit of the holders of the warehouse receipts and certificates. Notwith- 
standing any other provision of this agreement, the warehouseman, in the absence 
of negligence or failure to provide appropriate warehousing services, shall not 
be liable for.loss or damage to the grain from floods or other Acts of God against 
which insurance is not required by this section: Provided, however, That if com- 
mingled grain so damaged is deemed to be owned by the holders of the oldest 
outstanding warehouse receipts under the laws or regulations governing the oper 
ation of the warehouse, the loss which would thereby fall on Commodity and/or 
the warehouseman shall be prorated between them on the basis of the percentage 
Which the quantity of the kind of grain involved owned by each in the warehouse 
at the time of such Act of God (including, in the case of C ommodity, grain under 
loan and not redeemed after such Act of God) is of the total quantity of such 
kind of grain owned by both the warehouseman and C ommodity (including grain 
under loan and not redeemed after such Act of God). 

16. Tariff re erenee a nenee tonnage.—(a) The warehouseman shall ob- 
serve the transportation agency’s lawful tariffs and loading and unloading re- 
~=cs amie eee eric searreeee sat ee 
transportation conveyance on unloading. The w: arehouse ; hall j from the 
Commodity against minimum weight penaltie “= Sn ees 
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in transportation equipment), except where incurred due to circumstances beyoud 
the warehouseman’s control. The warehouseman shall assume all inbound 
switching charges which are recoverable or which are absorbed by the carrier 
on outbound shipments, and all excess freight charges resulting from misrouting 
at variance with instructions issued by Commodity. 

(b) Except as otherwise directed by Commodity, the warehouseman shal! 
hold and subject to the provisions of this section, record for transit ‘in his own 
name, each freight and switching bill, transit tonnage or credit slip in connec- 
tion with the grain, within the period of time required by and in accordance 
with the carrier's lawful published tariffs. Immediately upon receipt of any 
such freight or switching bill or transit tonnage or credit slip, the warehouse- 
man shall compile and furnish to the holder of the warehouse receipt or Com- 
modity, in the form prescribed by it, a statement showing the warehouseman’s 
name and location of the warehouse, the original carrier, the original shipping 
and billing points, full inbound route and junction points, date and number of 
the freight bill, date and number of the waybill, the kind of grain represented, 
the transit weight (not previously used), the freight rate to the transit point, 
the amount collected, and the number of unused transit stops. The warehouse- 
man may use any freight bill or transit tonnage slip applicable to the grain in 
connection with the sale, transfer or loading out of any of the grain and in so 
doing shall take all steps necessary to assure full use and protection of such 
transit billing and privileges, including the filing of aplication for all renewals 
as permitted by tariff and when further renewals cannot be effected in accord- 
ance with the tariff, the warehouseman shall notify Commodity at least 60 
days prior to the expiration date of such billing furnishing the number ot 
pounds of the different kinds of grain represented by such billing. Subject to 
all other applicable provisions of this agreement and except as otherwise agreed 
to by Commodity and the warehouseman, the warehouseman may substitute for 
the grain shipped under any such freight bill or transit tonnage or credit slip, 
other grain owned by him together with valid freight bills or transit tonnage 
or credit slips of value equal and transit arrangements comparable to those 
described in the statement furnished to Commodity or the holder of the ware 
house receipt. If the warehouseman and the holder of any warehouse receipt 
representing the grain agree, they may exchange a quantity of grain and-billing 
for a quantity of grain which has not been shipped by rail. The warehousema! 
and the holder of the warehouse receipt shall adjust any differences in value due 
to such substitution or exchange. Such differences shall be based on the value 
of transit billing furnished with the loadout order, including all legal charges 
applicable thereon, versus the value of transit billing actually applied against 
the loadout order, including all legal charges applicable thereon. 

17. Periods for which schedue of rates apply.—Charges for services under 
this agreement shall be at the rates specified in the Schedule of Rates in effect 
when such services are performed. Rates shall be computed on the basis of the 
net quantity of grain received in the warehouse, except where otherwise pro- 
vided in the Schedule of Rates, and except that, rates for handling or storing 
grain owned by Commodity identity preserved or specially binned shall be com- 
puted on a gross quantity basis. The period for which the Schedule of Rates 
shall apply shall begin with the date each lot of the grain is deposited in the 
warehouse, or the date grain not otherwise subject to the terms of this agree 
ment is purchased by Commodity in store, and shall end as follows: 

(i) In the event the grain is shipped by Commodity, storage charges 
shall cease upon the date specified in th shipping instructions issued by 
Commodity or the date shipment is accepted by the carrier whichever is 
earlier, unless a delay is occasioned by circumstances beyond the ware 
houseman’s control, then on the date shipment is accepted by the carrier 

(ii) In the event the warehouse receipts are sold or transferred to an) 
person not entitled to the benefits of this agreement, charges under this 
agreement shall cease on the date of transfer. Commodity shall notif) 
the warehouseman of the date of transfer and shall affix to the warehouse 
receipts prior to transfer a statement showing the period for which the 
rates hereunder are applicable, and the warehouseman shall not charge fo 
services rendered during that period an amount in excess of that computed 
in accordance with the rates in effect hereunder during that period. 

(iii) In the event of loss or damage to the grain from insurable causes, 
all accrued charges provided in the Schedule of Rates and otherwise payabl: 
with respect to the grain lost or damaged shall be paid up to and cease a- 
of the date of loss or damage. 


Leta ithe 


em 


Se tN PRS hb hare Sey: 


Beate tae oe, 














1851 


nd 4 (iv) No charges shall be payable on any of the grain with respect to which 
nd the warehouseman has made any disposition contrary to the provisions 
er iia of this agreement unless such disposition is authorized by law or by Com- 
¢ modity or the lawful holder of the warehouse receipt. 

18. Payment of charges—(a@) At locations where official weights and grades 
ull » are available: 
vi (i) As of June 30, September 30, and December 31, upon presentation of 
C ; proper invoice, Commodity shall pay all charges due and unpaid on Com- 
ce & modity-owned grain in store represented by warehouse receipts in possession. 
1y 4 of CSS Commodity Offices and not ordered out as of that date. 
e 3 (ii) Upon termination of the period for which the Schedule of Rates ap- 
n 4 plies for any lot of the grain (i. e., when grain is loaded out, lost, damaged, 
's or sold or transferred in storage), and upon presentation of proper invoice. 


Commodity shall pay all charges due and unpaid thereon. 

(iii) In the event any invoice rendered by the warehouseman for services 
performed under this agreement has not been paid or returned for correction 
within twenty (20) calendar days after the date such invoice is received 
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e in the CSS Commodity Office, Commodity shall, upon demand of the ware 
in ; houseman, make an advance to the warehouseman of not less than 90 percent 
0 of the amount of such invoice. If such advance proves to be in excess of the 
h amount due, the warehouseman shall repay the excess amount to Commodity. 
Is : (b) At locations where official weights and grades are not available: 
] (i) With respect to the grain acquired by Commodity under each price 
0 support program and represented by warehouse receipts in the possession 
rt of CSS Commodity Offices on the maturity date or dates specified for the 
0 program in the applicable price support bulletin, Commodity shall, as of such 
d date or dates and without presentation of invoice, make a provisional pay- 
r ment on such grain which is owned by Commodity in the amount specified 
, in the applicable Schedule of Rates. Such payment shall not be construed 
e to be made in settlement of charges on any particular lot of the grain, and 
¢ the amount so paid shall be offset against any invoice subsequently rendered 
’ for charges in connection with grain stored under this agreement in the 
{ proportion that the quantity covered by such invoice bears to the quantity 
or on which the provisional payment was determined. Any amount provision- 
y ally paid to the warehouseman which is not offset shall be repaid by him 
e to Commodity upon termination of this agreement. 
. (ii) As of June 30 and December 31, upon presentation of proper invoice, 
; Commodity shall, subject to the right of offset provided in (b) (i) above, 
t pay all charges due and unpaid on Commodity-owned grain in store repre- 
sented by warehouse recipts in possession of CSS Commodity Offices and 
: not ordered out as of that date. 
(iii) Upon termination of the period for which the Schedule of Rates 


applies for any lot of the grain, and upon presentation of proper invoice, 
Commodity shall, subject to the right of offset provided in (b) (i) above, 
pay all charges due and unpaid thereon unless the warehouse receipts were 
transferred with warehouse charges for the account of the purchaser. 
(iv) In the event any invoice rendered by the warehouseman for services 
performed under this agreement has not been paid or returned for correction 
within twenty (20) calendar days after the date such invoice is received 
in the CSS Commodity Office, Commodity shall, upon demand of the ware- 
houseman make an advance to the warehouseman of not less than 75% 
of the amount of such invoice except that no advance shall be made on in- 
voices for charges in connection with grain stored under this agreement until 
the amount of any provisional payment to the warehouseman has been fully 
offset. If such advance proves to be in excess of the amount due, the ware- 
houseman shall repay the excess amount to Commodity. 

(¢) The warehouseman shall not make any charge for any services not cov- 
ered by this agreement or for drying the grain unless such service or drying is 
performed upon prior authorization of Commodity, except that Commodity shall 
reimburse the warehouseman for payments made by him of the usual charges for 
services required in connection with the loading out of the grain or transfer 
of grain en route for the account of Commodity including coopering charges, 
weighing and inspection fees, car liners, protein laboratory fees, and sampling 
fees. Upon completion of the services authorized and presentation of proper 
invoice, Commodity shall pay all authorized charges due and unpaid. 

19. Definitions.—For the purpose of this agreement, the following terms shall 
be construed to mean, respectively : 
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in transportation equipment), except where incurred due to circumstances beyond 
the warehouseman’s control. The warehouseman shall assume all inbound 
switching charges which are recoverable er which are absorbed by the carrie; 
on outbound shipments, and all excess freight charges resulting from misrouting 
at variance with instructions issued by Commodity. 

(b) Exeept as otherwise directed by Commodity, the warehouseman sha}; 
hold and subject to the provisions of this secticn, record for transit in his own 
name, each freight and switching bill, transit tonnage or credit slip in connee. 
tion with the grain, within the period of time required by and in accordance 
with the carrier's lawful published tariffs. Immediately upon receipt of any 
such freight or switching bill or transit tonnage or credit slip, the warehouse 
man shall compile and furnish to the holder of the warehouse receipt or Com 
modity, in the form prescribed by it, a statement showing the warehouseman’s 
name and location of the warehouse, the original carrier, the original shipping 
and billing points, full inbound route and junction points, date and number of 
the freight bill, date and number of the waybill, the kind of grain represented 
the transit weight (not previously used), the freight rate to the transit point 
the amount collected, and the number of unused transit stops. The warehons 
man may use any freight bill or transit tonnage slip applicable to the grain jy 
connection with the sale, transfer or loading out of any of the grain and in gs» 
doing shall take all steps necessary to assure full use and protection of such 
transit billing and privileges, including the filing of aplication for all renewals 
as permitted by tariff and when further renewals cannot be affected in accord 
ance with the tariff, the warehouseman shall notify Commodity at least 6 
days prior to the expiration date of such billing furnishing the number 
pounds of the different kinds of grain represented by such billing. Subject to 
all other applicable provisions of this agreement and except as otherwise agree 
to by Commodity and the warehouseman, the warehouseman may substitute fo 
the grain shipped under any such freight bill or transit tonnage or credit slip 
other grain owned by him together with valid freight bills or transit tonnage 
or eredit slips of value equal and transit arrangements comparable to thos 
described in the statement furnished to Commodity or the holder of the ware 
house receipt. If the warehouseman and the holder of any warehouse receiy 
representing the grain agree, they may exchange a quantity of grain and billing 
for a quantity of grain which has not been shipped by rail. The warehousema: 
and the holder of the warehouse receipt shall adjust any differences in value dv 
to such substitution or exchange. Such differences shall be based on the value 
of transit billing furnished with the loadout order, including all legal charges 
applicable thereon, versus the value of transit billing actually applied against 
the loadout order, including all legal charges applicable thereon. 

17. Periods for which schedue of rates apply.—Charges for services under 
this agreement shall be at the rates specified in the Schedule of Rates in effec 
when such services are performed. Rates shall be computed on the basis of the 
net quantity of grain received in the warehouse, except where otherwise pr 
vided in the Schedule of Rates, and except that, rates for handling or storing 
grain owned by Commodity identity preserved or specially binned shall be con 
puted on a gross quantity basis. The period for which the Schedule of Rates 
shall apply shall begin with the date each lot of the grain is deposited in th 
warehouse, or the date grain not otherwise subject to the terms of this avre 
ment is purchased by Commodity in store, and shall end as follows: 

(i) In the event the grain is shipped by Commodity, storage charges 
shall cease upon the date specified in th shipping instructions issued by 
Commodity or the date shipment is accepted by the carrier whichever is 
earlier, unless a delay is occasioned by circumstances beyond the ware 
houseman’s control, then on the date shipment is accepted by the carrier 

(ii) In the eve&t the warehouse receipts are sold or transferred to an) 
person not entitled to the benefits of this agreement, charges under this 
agreement shall cease on the date of transfer. Commodity shall notify 
the warehouseman of the date of transfer and shall affix to the warehouse 
receipts prior to transfer a statement showing the period for which the 
rates hereunder are applicable, and the warehouseman shall not charge fo! 
services rendered during that period an amount in excess of that computed 
in accordance with the rates in effect hereunder during that period. 

(iii) In the event of loss or damage to the grain from insurable causes 
all accrued charges provided in the Schedule of Rates and otherwise payab!i 
with respect to the grain lost or damaged shall be paid up to and cease a 
of the date of loss or damage. 
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yond (iv) No charges shall be payable on any of the grain with respect to which 
ound the warehouseman has made any disposition contrary to the provisions 
rriey of this agreement unless such disposition is authorized by law or by Com- 
iting modity or the lawful holder of the warehouse receipt. 
1x, Payment of charges.—(a) At locations where official weights and grades 
Shali are available : 
own ‘ (i) As of June 30, September 30, and December 31, upon presentation of 
nnec- proper invoice, Commodity shall pay all charges due and unpaid on Com- 
lance modity-owned grain in store represented by warehouse receipts in possession 
any of CSS Commodity Offices and not ordered out as of that date. 
Ouse (ii) Upon termination of the period for which the Schedule of Rates ap- 
Com plies for any lot of the grain (i. e., when grain is loaded out, lost, damaged, 
uan's or sold or transferred in storage), and upon presentation of proper invoice. 
ping Commodity shall pay all charges due and unpaid thereon. 
er of (iii) In the event any invoice rendered by the warehouseman for services 
nted performed under this agreement has not been paid or returned for correction 
int within twenty (20) calendar days after the date such invoice is received 
Onse in the CSS Commodity Office, Commodity shall, upon demand of the ware- 
in in houseman, make an advance to the warehouseman of not less than 90 percent 
in s9 of the amount of such invoice. If such advance proves to be in excess of the 
such amount due, the warehouseman shall repay the excess amount to Commodity. 
»wals (b) At locations where official weights and grades are not available: 
cord (i) With respect to the grain acquired by Commodity under each price 
st 60) support program and represented by warehouse receipts in the possession 
f of CSS Commodity Offices on the maturity date or dates specified for the 
program in the applicable price support bulletin, Commodity shall, as of such 
date or dates and without presentation of invoice, make a provisional pay- 
ment on such grain which is owned by Commodity in the amount specified 
in the applicable Schedule of Rates. Such payment shall not be construed 
to be made in settlement of charges on any particular lot of the grain, and 
hose the amount so paid shall be offset against any invoice subsequently rendered 
ware for charges in connection with grain stored under this agreement in the 
C@ipt proportion that the quantity covered by such invoice bears to the quantity 
iVing on which the provisional payment was determined. Any amount provision- 
emal ally paid to the warehouseman which is not offset shall be repaid by him 
e di to Commodity upon termination of this agreement. 
value (ii) As of June 30 and December 31, upon presentation of proper invoice, 
arges Commodity shall, subject to the right of offset provided in (b) (i) above, 
rainst pay all charges due and unpaid on Commodity-owned grain in store repre- 
sented by warehouse recipts in possession of CSS Commodity Offices and 
under not ordered out as of that date. 
effect (iii) Upon termination of the period for which the Schedule of Rates 
f the applies for any lot of the grain, and upon presentation of proper invoice, 
Commodity shall, subject to the right of offset provided in (b) (i) above, 
pay all charges due and unpaid thereon unless the warehouse receipts were 
con transferred with warehouse charges for the account of the purchaser. 
Rates (iv) In the event any invoice rendered by the warehouseman for services 
n the performed under this agreement has not been paid or returned for correction 
Lyre within twenty (20) calendar days after the date such invoice is received 
in the CSS Commodity Office, Commodity shall, upon demand of the ware- 
arges houseman make an advance to the warehouseman of not less than 75% 
ed by of the amount of such invoice except that no advance shall be made on in- 
ver is voices for charges in connection with grain stored under this agreement until 
ware the amount of any provisional payment to the warehouseman has been fully 
rier offset. If such advance proves to be in excess of the amount due, the ware- 
oO ani houseman shall repay the excess amount to Commodity. 
r this (c) The warehouseman shall not make any charge for any services not cov- 
notify ered by this agreement or for drying the grain unless such service or drying is 
house § Performed upon prior authorization of Commodity, except that Commodity shall 
h the § teimburse the warehouseman for payments made by him of the usual charges for 
ve for HH services required in connection with the loading out of the grain or transfer 
puted # 0f grain en route for the account of Commodity including coopering charges, 
P weighing and inspection fees, car liners, protein laboratory fees, and sampling 
auses, Ae fees. Upon eompletion of the services authorized and presentation of proper 
rvable #&@ voice, Commodity shall pay all authorized charges due and unpaid. 
ase as 19. Definitions—Yor the purpose of this agreement, the following terms shall 
le construed to mean, respectively : 
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(a) Grain: Wheat, Corn, Rye, Barley, Oats, Soybeans, Flaxseed, Grain, g,, 
ghums, and such other grain or farm products as may be from time to ti, 
included in the Schedule of Rates. 

(b) Receiving: Receiving and unloading all of the grain from Cars, boa, 
barges, trucks, or other conveyances, and elevating into, bulking, cutting iy, , 
piling in the warehouse. 

(c) Conditioning: Reelevating, screening, blowing, cooling (excluding dy 
ing), resacking, repair of sacks, fumigating, or such other operations (excluding 
drying) as may be necessary to preserve the class, grade, and quality of thy 
grain. 

(d) Loading out: Loading out, including cutting and emptying sacks, 4) ous 
removing from the warehouse to and loading into cars, boats, barges, trucks shall 
or other conveyances. of the 

(e) Official grades: Grades and grading factors established by an_ inspecto; facilit 
licensed under the U. 8S. Grain Standards Act in accordance with the (Offic, 

Grain Standards of the United States and protein content established jy . 
recognized protein laboratory. 

(f) Official weights: In the case of bulk grain, weights established }y, 
weighmaster whose weight certificates are recognized by common Carriers 4, 
official in the settlement of claims for losses in transit, and in the Case of » 
tlement for grain loaded out where official weights are not available at tly 
warehouse location, the weight certificates issued at destination or an inte 
mediate point as provided in section 12, in addition to being so recogni 
shall be issued: 

1. by Chambers of Commerce, Boards of Trade, Grain Exchanges, 1 
Weighing Departments, or other organizations having qualified, ind 
pendent, impartial paid employees stationed at elevators, or 

2. by or on authority of Chambers of Commerce, Boards of Trade, Gra 
Exchanges, State Weighing Departments, or other organizations wher 
weighing is performed by elevator employees under the supervision of 
qualified, independent, impartial supervising weighmaster employed by 0: 
of the above organizations. 

In the case of sacked grain, the weighmaster shall be one approved | 
Commodity. 

(g) Quality: Test weight, foreign-material content, percentage of damage 
moisture content, protein content in the case of wheat, and any other gradin 
factors shown on the official inspection certificates. 

(th) Handling only: Receiving and loading out grain tendered for shipmen 
rather than storage. 

(i) Direct transfer: Transferring grain from car to car, when loaded direct 
into car from scale without the use of bin space. 

(j) CSS Commodity Offices: Those offices so designated as of April 1, 194 
and any offices or agencies which may succeed to the functions of such offices 

(k) Warehouse location: The place at which the warehouse is located, and 
for the purpose of sections 8 and 12, the location tributary thereto where 
weights and/or grades are customarily obtained as represented in the applica 
tion for approval filed by the warehouseman. 

(1) Identity preserved: The storage or handling of grain in such manner 
that the actual grain deposited and no other may be delivered to the bolder of J auth 
the warehouse receipt and with respect to which the warehouse receipt and/0 repre 
other documents are marked in a manner acceptable to Commodity that th ut t 
grain is stored identity preserved. In the case of grain transferred to ide! (b 
tity preserved storage under the provisions of section 10, the original warelous progy 
receipts may be so marked, or receipts so marked substituted for the origina eXCEY 
receipts, after such transfer and as mutually agreed by the warehousema (€] 
and Commodity. Except as otherwise provided in sections 6 and 10, the grai agai 
shall be stored or handled identity preserved only pursuant to mutual agre vom 
ment between the warehouseman and Commodity. The grain stored identity of no 
preserved shall be stored in sealed bins under supervision by a disinterested J @re 
custodian if such supervision is maintained at the warehouse location. I 26 
such supervision is not maintained at the warehouse location, the storage o! tify ( 
grain identity preserved shall be subject to such supervision as may be pre in WI 
scribed by Commodity. hOUs¢ 

(m) Commingled: The storage or handling of grain under any circumstances 27. 
other than identity preserved. super 

(n) Applicable terminal market: The market to which the warehousemat fm {ili 
would customarily move grain for disposition. 
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»), Bonds, inspections, reports——The warehouseman shall comply with such 
~onditions as may have been prescribed by Commodity prior to the execution of 
‘his agreement and shall furnish Commodity such bond or bonds as may from 
time to time be required by Commodity. The warehouseman shall maintain 
omplete records reflecting his storage liability at all times with respect to all 
spain stored in or handled through the warehouse (including grain owned by 
him as well as other grain not subject to the terms of this agreement). At any 
ime during business hours, the warehouseman shall permit Commodity to inspect 
he Warehouse and its equipment, inspect, measure, and take inventories of all 
rain stored therein, and examine the stock records, receipt books, insurance 
licies, and other documents pertaining to such grain. The warehouseman 
shall immediately notify Commodity of any change in ownership or operation 
of the warehouse, of any change in the nature or capacity of the warehouse 
facilities, or whenever he is unable to accomplish load out of the grain in accord- 
nce with loading order instructions issued by Commodity. The warehouseman 
shall furnish such reports with respect to the receiving, storing, conditioning and 
delivery of the grain, and with respect to his financial condition, total inventory 

erain, and outstanding warehouse receipts, as Commodity may request. 

“1, Terms of agreement to prevail.—The terms of this agreement including the 
schedule of Rates shall prevail over the written or printed terms of the ware- 
house receipts representing the grain, and over State and local regulatory laws 
nd rules to the extent that such laws or rules may be inconsistent herewith. 

»” Termination—Default—In the event of the failure of the warehouseman 

load out any grain in accordance with the terms of this agreement, or in 

cordance with representations made in his application for approval, time 
heing of the essence of this provision, Commodity shall have the right, unless 
sich failure is excused by law, to terminate this agreement with respect to any 
of the warehouses covered hereby, and, in the event either of the parties 
shall default in the performance of any other provisions herein, the other 

arty. if such default is not cured within fifteen (15) days after a written notice 

s mailed to the party in default, shall have the right to terminate this agree- 
went with respect to the warehouse or warehouses involved without thereby 
being deprived of any claim for damage on account of such default. 

23. Assignment— Member delegate——This agreement, or any claims arising 
hereunder, shall not be assigned in whole or in part without written approval of 
Commodity. No Member of, or Delegate to, Congress, or Any Resident Commis- 
ioner, Shall be admitted to any share or part of this agreement or to the benefit 

arise therefrom, except that this provision shall not be construed to extend 
to their interest in any incorporated company, if the agreement be for the general 
enefit of such corporation or company. 

24. Discrimination against employees—Convict labor—The warehouseman 
i the performance of this agreement, shall not discriminate againt any employee 
or applicant for employment because of race, creed, color, or national origin, and 
| include a similar provision in all subcontracts entered into in connection 
vith the provisions of this agreement. No convict labor shall be employed in 
urrying out any provisions of this agreement. 

25. Administration.—(a) The Director of the Grain Divsion, Commodity Sta- 
jilizition Service and the Directors of the CSS Commodity Offices, or the duly 
authorized representatives of any such officials or any other duly authorized 
representative of Commodity, may act for or on behalf of Commodity in carrying 
ut the provisions of this agreement. 

1) Commodity shall not acquire grain (other than under the price-support 


shal 


program) in store in the warehouse without prior consent of the warehouseman, 
except where such grain is being acquired for prompt shipment. 

(©) Commodity, in the performance of this agreement, shall not discriminate 
against any warehouseman not operating under an occupancy contract with 
Commodity by loading out grain from his warehouse and moving said grain out 
f normal and customary channels of flow for the purpose of depositing it in a 
warehouse operated under an occupancy contract. 

26. Notification.—The warehouseman shall have fulfilled his obligation to no- 
tify Commodity as required in this agreement only when such notice is received 
in writing by the Director, CSS Commodity Office, in the area in which the ware- 
house is located, 

27. Applicable agencies.—Any agency of the United States under the general 
supervision of the Secretary of Agriculture shall be entitled to the services and 
facilities of the warehouseman with respect to grain owned by or in the posses- 
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sion of such agency, upon the same terms and conditions as set out in the agree. 
ment With respect to grain owned by or in the possession of Commodity. 

28. Effective date——This agreement shall become effective upon its signaty, 
on behalf of Commodity, and shall continue in full force and effect until the firs 
May 31 thereafter with respect to all warehouses located in the States o; 
Alabama, Arizona, Arkansas, California, Florida, Georgia, Louisiana, Mississipp, 
New Mexico, Oklahoma, South Carolina, and Texas, and until the first June 2% 
thereafter with respect to all warehouses located in all other States. This agree. 
ment shall be renewed automatically from year to year thereafter, unless eitho; 
party notifies the other, by written notice, at least 30 days prior to the ney; 
renewal date, of his election to terminate the agreement upon such renewal date 
In the event this agreement is terminated by mutual consent or for cause, oy 
either party elects to terminate this agreement on any annual renewal date, ani 
at the time of such termination there is stored in the warehouse grain on whic), 
Commodity is obligated to pay charges, Commodity shall thereafter pay storage q; 
the warehouseman’s applicable tariff or posted rates until such grain is remove) 
or otherwise disposed of. 

29. Descriptive headings.—The descriptive headings of the various section. 
hereof were formulated and inserted for convenience only and shall not } 
deemed to affect the meaning or constructions of any of the provisions hereof 

30. Contingent fees.—The warehouseman warrants that he has not employed 
any person to solicit or secure this agreement under any agreement for a commis 
sion, percentage, brokerage, or contingent fee; that no such consideration or pay. 
ment has been or will be made. Breach of this warranty shall give Commodit 
the right to annul the agreement, or, in its discretion, to deduct from the charges 
hereunder the amount of such commission, percentage, brokerage, or contingent 
fee. This warranty shall not apply to commissions payable by the warehousem:) 
under contracts secured or made through bona fide established commercial! o 
selling agencies maintained by the contractor for the purposes of securing business 

31. Execution—This agreement shall be executed by duly authorized represent 
atives of Commodity and the warehouseman, and shall not be amended or super 
seded except by written agreement executed in the same manner as this agre 
ment, 

All reporting requirements of this agreement have been approved by, and 
subsequent reporting and record keeping requirements will be subject to th 
approval of the Bureau of the Budget in accordance with the Federal Report 
Act of 1942. 

CoMMODITY CREDIT CORPORATION, 
By - 
Title 
Warehouseman 
By 
Title 


In presence of - 


CHANGES IN UNIFORM GRAIN STORAGE AGREEMENT, 1956 Comparen With 1934 


Section 2 would be modified by making subsequent “Applications for approval” 
a part of the agreement by reference in the same manner as the original appli 
cation. 

Section 5 has been clarified by specifically providing that charges set forth i 
the Schedule of Rates apply only to charges payable by Commodity. The absence 
of such a provision in previous agreements has given rise to numerous questions 
concerning the scope of such charges and has led to administrative and operating 
difficulties. 

The present requirement of section 6 of the agreement requiring that all “the 
grain” shall be deemed to be commingled with other grain unless otherwise 
mutually agreed by the Wwarehouseman and Commodity would be modified by pro 
viding that the warehouseman, in the case of Commodity-owned grain from Con- 
moditv-owned facilities, will have the election of determining whether such grail 
shall be stored or handled identity-preserved or commingled. Any such electioi 
on the part of the warehouseman must be made prior to the time that such grain 
leaves the Commodity-owned facility and any such grain stored or handled iden- 
tity-preserved must be stored or handled strictly in accordance with the conditions 
prescribed in the agreement relating thereto. 

The proposed changes in section 12 set forth more clearly than heretofore tli 
method of obtaining official weights and grades where a shipment is directed 
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peyond the normal marketing area for the shipper or is directed to a destination 
where official weights and grades are not available. The absence of more specitic 
terms in the current agreement made it necessary to issue an administrative 
directive to the Commodity Offices to overcome this deficiency. 

It is proposed that section 13, relating to settlement for grain loaded out, be 
modified in several aspects. The portion pertaining to grain rejected and not 
replaced has been revised to prohibit the offsetting of quality credits against 
quantity deficiencies and also to change the basis on which sample grade 
grain is priced from the date the last car on the loading order is shipped to 
the date on which such grain is sold. Additional provisions are proposed which 
specifically require the warehouseman to file any loss-in-transit claims against 
the carrier and which specify that Commodity, in those cases where the pro- 
ceeds of sale of grain rejected exceed the value of the grain ordered shipped, 
isto pay any such excess to the warehouseman. 

Section 13 would be further modified by establishing a cutoff period for the 
accumulation of quality debits and credits. Under the current provisions, such 
quality debits and cerdits are carried forward until such time as the Uniform 
Grain Storage Agreement (including agreement(s) superseding previous agree- 
ments (s)) is terminated. Such provision has resulted in the accumulation 
of substantial quality credits. The proposed agreement would limit such quality 
accruals to a period averaging about 314 years but not exceeding 4 years from 
the date established, after which any unused portions would be dropped. 

Section 18 would be modified by providing that payments will be made 
quarterly rather than on certain prescribed dates, such quarterly periods to be 
determined by the Director of the CSS Commodity Office. The establishment of 
a quarterly cycle for paying charges permits the deletion of the existing provi- 
sional payment which has been utilized only to a limited extent in the past. 

A new subsection would be added to section 25 of the agreement. Subsection 
(d) would obligate CCC to obtain prior consent of the warehouseman before 
transferring warehouse receipts to any person other than agencies entitled to 
the benefits of the agreement. 

Other minor changes have been made in the above-referenced sections as well 
as in sections 7, 8, 9, 10, 11, 17, 19, 20, 21, 22, 24, and 28. Such changes are 
principally of an editorial nature and have been made to clarify the terms of the 
agreement and to improve operations thereunder both for CCC and warehouse- 
man. 

During recent years the Grain Division has received considerable correspond- 
ence with reference to the differential between truck and rail receiving rates 
under the Uniform Grain Storage Agreement. The trucking interests have 
heen very aggressive in this respect because of the lower loan level on grain 
trucked to terminal markets. The warehousemen participating in the program 
are vigorously opposed to any lowering of this differential. 


APPENDIx A 


Commodity Credit 
Corporation Form 25 
(Revised — °56) 
U. S. DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 


COMMODITY CREDIT CORPORATION 


UNIFORM GRAIN STORAGE AGREEMENT * 


1. This Agreement, made and entered into this day of 
19__, by and between Commodity Credit Corporation, hereinafter referred to as 
“Commodity”, and with principle place of busi- 
hess at hereinafter referred to as the “‘warehouse- 
man”: 

Witnesseth : 


2. Whereas the warehouseman represents that he owns or operates the ele- 
vator(s) or warehouse(s) located in the State of 


‘portions in italicized type do not apply to those warehouses where official weights and 
grades are not available. 
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described on the attached “Schedule of Warehouses” and that such elevator(s, 
or warehouse(s) (the term “warehouse” as used hereinafter refers seve; rally 
to each of such elevators and warehouses and the rights and obligations of 
the parties hereunder shall apply severally to each such elevator and Ware. 
house), has the equipment and facilities which are listed in his application. 
fer approval under the Uniform Grain Storage Agreement for the receiyiyg 
handling, conditioning, warehousing, storing and loading out of grain, and 
agrees that the stateme ‘nts made in such application(s) for approval are hereby 
incorporated in and made a part of this agreement, and that the statement 
made in any subsequent application for approval of additional elevator(s) 
warehouse(s) under this agreement shall likewise be incorporated in and made 
a part of this agreement ; and 

3. Whereas Commodity desires that the facilities of the warehouse be made 
available with respect to grain as defined in this agreement, owned by, or in the 
possession of, Commodity or any other agency of the United States under the 
general supervision of the Secretary of Agriculture, or in the possession of a) 
lending agency in connection with a loan made ivailable by Commodity, or, as 
of the date of deposit, grain which is deposited in the warehouse by a producer. 
and later is delivered to Commodity under a _ price support “Purchase 
Agreement,” or becomes security for a loan made, or made available, by Co 
modity (such grain being hereinafter referred to as “the grain” or as “graip 
subject to the terms of this agreement” ) 

1. Now, therefore, in consideration of the premises, the parties hereto covenant 
and agree as follows: 

5. Agreement to cover all the grain accepted.—All the grain accepted by th 
warehouseman shall be received, stored (if the grain is in storable conditio) 
up to the capacity made available by him, conditioned, loaded out, billed ani 
shipped as requested by Commodity or other authorized person and in accor 
ance with the provisions of this agreement and, in the case of warehouse charges 
payable by Commodity, in accordance with the applicable Uniform Grain Stor 
age Agreement Schedule of Rates (hereinafter referred to as “Schedule of 
Rates”). The period for which all the grain shall be stored shall be at th 
option of Commodity or the holder of the warehouse receipt, unless a_ limit 
period of storage has been agreed to by Commodity in writing 

6. Basis on which grain is stored or handled.—(a) All the grain (except Con 
modity-owned facilities) of a storable quality accepted by the warehousemar 
(whether for storage or for handling only) shall be deemed to be commingled 
with other grain and the responsibility of the warehouseman with respect thereto 


shall be as if stored or handled commingled unless Commodity and the warehouse- 


man have mutually agreed in writing, or by verbal agreement confirmed in writ- 
ing, that the grain shall be stored or handled identity preserved. Grain subject 
to the terms of this agreement (except Commodity-owned grain from Commodity 
owned facilities) of a nonstorable quality shall not be accepted by the warehouse- 
man for storage or for handling only except on an identity preserved basis unless 
Commodity and the warehouseman have mutually agreed in writing, or by verba 
agreement confirmed in writing, that such grain shall be stored or handled 
commingled. 

(b) Commodity-owned grain from Commodity-owned facilities accepted by 


the warehouseman for storage or for handling only shall be deemed to be con- 


mingled with other grain and the responsibility of the warehouseman with \ 
spect thereto shall be as if stored or handled commingled, unless the warehoust 
man elects to store or handle such grain on an identity preserved basis a 

notifies Commodity to that effect prior to the movement of the grain from tli 
Commodity-owned facility. 

(c) Unless otherwise directed by Commodity, grain subject to the terms of 
this agreement accepted by the warehouseman for direct transfer shall be ha 
dled identity preserved. 

(d) Grain subject to the terms of this agreement shall be deemed to be stored 
or handled identity preserved only if such grain is stored or handled strictly i 
accordance with the conditions prescribed in section 19 (1). 

7. Obligation to maintain stocks in warehouse.—(a) Commingled: In t! 
case of grain stored commingled the warehouseman shall at all times maintail 
in the warehouse indicated on the warehouse receipts and in which the gra 
was originally deposited for storage a stock of grain of the quanity. class, and 
grade and fairly representative of the quality which he is obligated to de liver 
under the warehouse receipts representing grain stored subject to the terms 0! 
this agreement. The warehouseman also shall at all times maintain in su 
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warehouse a stock of grain which complies with the laws and regulations under 
which the warehouse is operated and which is of at least the quantity, class, and 
grade and fairly representative of the quality which he is obligated to deliver 
ynder all outstanding warehouse receipts (including receipts representing grain 
not subject to the terms of this agreement) except to the extent that grain other 
than grain subject to the terms of this agreement is held in other postions in 
accordance with State statutes, or with regulations promulgated by State super- 
risory bodies, which expressly authorize such grain to be held in other positions. 

(b) Identity preserved: In the case of the grain which is stored identity pre- 
served, the warehouseman shall at all times maintain the identical grain in the 
warehouse indicated on the warehouse receipt. 

8. Determination of inbound weights and grades.—The class, grade, quality, 
and quantity of all the grain received into the warehouse (whether for storage, 
pandling only, or direct transfer, and whether it is to be commingled or identity 
preserved) shall be determined on the basis of official weights and official grades 
at the warehouse location, if such weights and grades can be determined at that 
noint. If official weights and official grades are not available at the warehouse 
location, the weights and grades shall be determined by the best available means 
at the warehouse location, and, upon the request of the owner of the grain or 
the warehouseman, the grades shall be determined by the grading laboratory 
maintained under the supervision of the Agricultural Stabilization and Conserva- 
tion State Office of the State where the warehouse is located, or any grading 
laboratory qualified to issue official grade certificates, on the basis of a sample 
taken under the supervision of a licensed inspector, or a sample which the owner 
and the warehouseman agree to be representative. 

9. Warehouse recipts and certificates —(a) With respect to the grain which 
is accepted by the warehouseman for storage, the warehouseman shall upon 
receipt of the grain, or when grain in store is purchased by Commodity, issue, 
inform approved by Commodity, negotiable or nonnegotiable warehouse receipts 
as requested by the person entitled thereto, within three (3) business days 
following receipt of paid freight bills, weight and inspection certificates, and 
instructions concerning the issuance of the warehouse receipt, and shall indicate 
thereon the manner by which the grain was received by him (i. e., wagon, truck, 
rail. barge, ship, etc.). The warehouseman shall, if requested, make available 
to Commodity all available official weight and inspection certificates and pro- 
tein certificates issued by an official protein laboratory or one approved by Com- 
modity and, if requested, shall execute in such form as Commodity may pre- 
scribe a supplemental certificate to accompany the warehouse receipts, setting 
out all grading factors shown on the official inspection certificates and on the 
protein certificates. When official weight and inspection certificates and pro- 
tein certificates issued by an official protein laboratory or one approved by 
Commodity are not available, the warehouseman shall, if requested by Com- 
modity, execute in such form as Commodity shall prescribe, a supplemental cer- 
tificate to accompany the warehouse receipt setting out the class, grade, per- 
centage of damage, test weight, foreign material content, protein content, splits, 
moisture content, and any other grading factors affecting the quality of the 
grain, as determined in accordance with section 8. If the grain has been dried 
or processed in accordance with the applicable price support regulations, a sup- 
plemental certificate shall be issued on the basis of the grade and grading 
factors after drying or processing, such grade and grading factors to supersede 
the original grade and grading factors. 

(b) With respect to the grain which is accepted by the warehouseman for 
handling only or direct transfer, the warehouseman shall execute a certificate, 
on such form as Commodity may prescribe, as to the quantity, class, grade, test 
weight, percentage of damage, foreign material content, protein content, splits, 
moisture content, and any other grading factors affecting the quality of the 
grain, as determined in accordance with section 8. 

10. Responsibility for condition of grain—(a) The warehouseman, at his 
own expense, shall take all necessary steps to keep all of the grain which is 
stored in the warehouse (whether commingled or identity preserved) from 
going out of condition, and shall condition any such grain which is out of condi- 
tion or in danger of becoming so, to the extent he is equipped to do so, and if 
after such care and conditioning, the grain cannot be prevented from going out 
of condition, the warehouseman shall immediately notify Commodity in accord- 
ance with the provisions of section 10 (c) A hereof. Lack of equipment shall not 
excuse the warehouseman from liability for deterioration occurring prior to 
such notice. ? 
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(6b) The warehouseman shall promptly notify Commodity if any of the grain 
which is stored identity preserved requires drying, or if any commingled grain 
with respect to which Commodity holds the oldest outstanding warehouse Ye. 
ceipts requires drying. If the warehouse is equipped with drying facilities, th 
warehouseman shall, if authorized by Commodity, promptly dry such grain 
payment therefor to be made at a rate agreed to by Commodity and the ware. 
houseman, except that no payment shall be made for drying which is necessitated 
by negligence on the part of the warehouseman. If the grain when deposited jy 
the warehouse requires drying or processing to make such grain conform to the 
condition, grade, or quality described on the warehouse receipt or supplementg| 
certificate, no payment shall be made by Commodity for such service, even though 
such drying or processing is performed at a later date. 

(c) A. If after the exercise of such care in receiving, storing, and condition. 
ing of the grain as a reasonably prudent owner thereof would exercise, the 
grain cannot be prevented from deteriorating or going out of condition, the ware. 
houseman shall immediately notify Commodity and accompany such notice with 
a written report setting out the bin or lot number, the approximate quantity of 
grain in each bin or lot, a list of the warehouse receipts covering the grain jp 
each such bin or lot (under the oldest warehouse receipts rule, if the grain jg 
stored commingled), by number, date, quality, and quantity, and the basis of his 
determination that the grain is in danger of deteriorating or going out of condi. 
tion. In the case of commingled grain with respect to which Commodity holds 
the oldest outstanding warehouse receipts, the warehouseman may also indicate 
whether he would be willing to store such grain identity preserved. 

B. In the case of grain stored commingled with respect to which Commodity 
holds the oldest outstanding warehouse receipts, Commodity shall, within five 
(5) business days after receipt of the report referred to in paragraph A above, 
furnish the warehouseman with a loading order for immediate shipment of 
such grain or with an authorization to transfer the grain to identity preserved 
storage, and: 

(i) If such loading order is furnished, settlement shall be made in accord- 
ance with section 13, except that Commodity shall not have the right to reject 
any of such grain if the warehouseman loads out the identical grain covered 
by the report. 

(ii) If such authorization to transfer the grain to identity preserved 
storage is furnished and the warehouseman transfers the grain to identity 
preserved storage, settlement shall be made on the basis of an official grade 
determination based upon a representative sample taken and on the basis of 
weights determined at the time the warehouseman transfers the grain to 
identity preserved storage. Values for settlement purposes shall be deter- 
mined on the basis of cash prices current in the applicable terminal market 
as of the date the representative sample is taken but the warehouseman 
shall not be charged for quality deficiency resulting from breakage of corn, 
soybeans, and grain sorghums if such breakage was unavoidable and not 
the result of his failing to exercise due care or provide appropriate ware- 
housing services. The warehouseman shall give Commodity, or its desig- 
nated representative, if any, at least twenty-four (24) hours advance notice 
of the date on which he intends to transfer grain to identity preserved 
storage under the provisions of section 10 (c). If the warehouseman gives 
such notice he shall not be required to delay making the transfer beyond the 
time specified in such notice even though Commodity has no on present to 
supervise such transfer. Such transfer to identity preserved storage and 
the weight and grade determination shall be at the expense of the warehouse- 
man. Copies of the weight and grade certificates shall be furnished to 
Commodity promptly. 

(iii) In the event Commodity neither furnishes a loading order nor such 
authorization to transfer the grain to identity preserved storage within 
such five (5) business days, the warehouseman muy transfer such grain to 
identity preserved storage in accordance with (ii) above and settlement 
shall be made as provided therein. 

(iv) If the warehouseman is unwilling to retain the grain in identity 
preserved storage and so notifies Commodity at the time he furnishes the 
weight and grade certificates referred to in (ii) above, or if the warehouse- 
man is unable to transfer the grain to identity preserved storage even tem- 
porarily and so notifies Commodity, Commodity shall furnish the ware- 
houseman a loading order for such grain as soon as it can make reasonable 
arrangements for disposition of such grain. Commodity shall keep the 
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warehouseman currently informed as to the approximate date on which it 
expects to furnish such loading order. If the warehouseman does not 
furnish the weight and grade certificates referred to in (ii) above, settle- 
ment shall be made in accordance with section 13, except that Commodity shall 
not have the right to reject any of such grain if the warehouseman loads 
out the identical grain covered by the report. 

(v) Commodity, if it so requests at the time of issuance of an order to 
load out grain under this section 10, shall have the right to move other 
grain of the same kind into the warehouse to replace all or part of the 
quantity of the grain loaded out. However, the warehouseman shall be 
obligated to reserve space without charge for such replacement grain only 
for ten (10) days after the completion of loading out of the quantity of the 
grain which Commodity has indicated will be replaced. The annual storage 
period for grain moved into the reserved space shall begin on the date of 
deposit of such grain. 

(. In the case of the grain stored identity preserved, the warehouseman shall 
ye liable for any deterioration in quality or shortage in quantity which results 
from his failure to give notice in accordance with paragraph A above. If the 
warehouseman has given such notice, his liability shall be only as provided in 
ction 18 (d). In the case of grain transferred to identity preserved storage 
ynder this section 10, the warehouseman shall not be obligated to give any such 
notice during the fifteen (15) calendar day period following the date of such 
transfer. 

(d) Nothing contained in section 10 (¢c) above shall be construed to relieve 
the warehouseman of the obligation to keep the grain in condition, or to prevent 
further deterioration, to the extent the warehouse is equipped to do so. 

¢) For the purposes of this section, a representative sample shall be a sample 
drawn by an inspector licensed under the U. 8. Grain Standards Act or by an 
inspector or Sampler agreed upon by the warehouseman and Commodity which 
is obtained by running the entire bin or lot, or by sufficient probing to obtain 
a representative sample at proper intervals of the entire depth and area of the 
bin or lot: Provided, however, That if as the result of catastrophe, civil strife, 
strike, or other event or condition beyond the warehouseman’s control and not 
caused by his negligence, a representative sample cannot be obtained promptly, 
the warehouseman shall so notify Commodity and Commodity and the ware- 
houseman, jointly and immediately, shall obtain a sample which shall be deemed 
to be representative. 

(f) Commodity hereby designates the warehouseman as its agent for the 
purpose of obtaining the removal of the seal on any bin of grain stored identity 
preserved in order for the warehouseman to comply with his obligation to con- 
dition such grain. The warehouseman shall immediately notify Commodity of 
any seal which has been broken regarding which Commodity has not previously 
been informed. 

11. Load-out requirements.—(a) If rail facilities are not available at the 
elevator (s) or warehouse(s) described on the attached Schedule of Warehouses, 
the warehousemen shall, upon surrender of warehouse receipts representing the 
grain stored in such elevator(s) or warehouse(s), when so requested by Com- 
modity, deliver the grain, free of charge to Commodity (except load-out charge), 
into railroad cars or other transportation conveyance at the delivery point 
indicated in column 8, Schedule of Warehouses, and the provisions of this 
agreement, including the requirements for insurance, shall apply to such grain 
until loaded into the transportation conveyance and accepted by the carrier. 

(b) Upon the surrender of warehouse receipts representing grain subject to the 
terms of this agreement which is stored commingled at a location where official 
grades and quality determinations are available, the warechouseman shall load out 
grain of the same class and quantity as that described on the warehause recetpts 
and accompanying documents, and: 

(i) If Commodity surrenders warehouse receipts representing grain of 
different numerical grades on a loading order calling for the load out of 
grain of a uniform grade and quality, the warehouseman shall, if he is able 
to do 80, load out grain of such uniform grade and quality. Commodity 
shall have the right to reject any car of grain delivered pursuant to such a 
loading order which falls below the numerical grade called for on the load- 
ing order and if the weighted average grade and quality of the total de- 
livery on the loading order falls below the uniform grade and quality called 
for, Commodity shall have the right to reject any car of grain falling below 
such uniform qualtiy, even though within the numerical grade, if such car 
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of grain is not fairly representative of the quality called for on the loacing 
order, if the weighted average grade and quality of the total delivery oy t), 
loading order is equal to such uniform grade and quality, all cars of sup) 
grain not falling below the numerical grade called for shall be acceyptes 
without settlement for quality differences and settlement, as provided j, 
section 13, shall be made for the difference between the value of any cay o; 
grain accepted by Commodity which falls below the numerical grade «ya 
the value of grain of such uniform grade and quality. If the weighted aye, 
age grade and quality of the total delivery on the loading order is not equa 
to such uniform grade and quality, settlement, as provided in section 13, sha) 
be made for the difference between the value of any car of grain accepte 
by Commodity which falls below such uniform grade and quality and th, 
value of grain of such uniform grade and quality. If the warehousema 
unable to load out grain of such uniform grade and quality against the way 
house receipts surrendered, he shall so notify Commodity before loading ou 
the grain so that an appropriate understanding may be reached with respec 
to loading out. 

(ii) If the warehouseman notifies Commodity that he cannot load out th 
uniform grade and quality called for by the loading order and an undey. 
standing is not reached with respect to loading out a uniform grade and 
quality, or if the loading order does not call for a uniform grade and qualit 
the warehouseman shall load out grain equal to the numerical ade 
and to the weighted average quality described on the warehouse receipts ani 
accompanying documents for each numerical grade. Commodity shall hav 
the right to reject any car of grain delivered which falls below the applicable 
numerical grade, and if the weighted average quality of the total delivery 
the loading order applicable to the numerical grade falls below the weighted 
average quality described on the warehouse receipts for the numerical grade. 
Commodity shall have the right to reject any car of such grain falling below 
such weighted average quality, even though within the numerical grade, if 
such car of grain is not fairly representative of such weighted avceran 
quality. If the weighted average quality of the total delivery on the load- 
ing order applicable to the numerical grade is equal to such weighted averay 
quality, all cars of such grain not falling below the numerical grade shall 
be accepted without settlement for quality differences and settlement, as 
provided in section 13, made for the differences between the value of an 
car of such grain accepted by Commodity which falls below the numerical 
grade and the value of grain of such weighted average quality. If thi 
weighted average quality of the total delivery on the loading order applica 
ble to the numerical grade is not equal to such aweighted average qualit) 
settlement, as provided in section 13, shall be made for the differences bi 
tween the value of any car of such grain accepted by Commodity which falls 
below such weighted average quality and the value of grain of such weighted 
average quality. 

For the purposes of (i) and (ii) above, to the extent that grading factors 
are not shown on the inspection certificate, delivery of the numerical grad 
thereon specified (as provided in the official U. S. grain standards) shall satisf 
the warehouseman’s obligation (except as to protein content of wheat), it bi 
ing specifically understood and agreed, however, that this provision shall not 
be construed as permitting the warehouseman to deliberately take advantau 
of the tolerances allowed under the U. S. Grain Standards Act or to depart 
from ethical warehousing practices. 

(c) Upon the surrender of warehouse receipts representing grain subject to 
the terms of this agreement which is stored commingled at a location where 
official grades and quality determinations are not available, the warehouseman 
shall load out or deliver grain of the same class and quantity and of a grade 
and quality fairly representative of the grain described on the warehouse re 
ceipts and accompanying documents. 

(d@) In the case of handling only grain not identity preserved, the warehouse 
man shall load out grain of the same class and quantity and of a grade and 
quality fairly representative of the grain described on the certificates provided 
for in section 9 (b). 

(e) Upon surrender of warehouse receipts representing the grain which is 
stored identity preserved, and in the case of grain which is tenedered to the 
warehouseman for handling only or direct transfer on an identity preserved 
basis, the warehouseman shall load out or deliver the identical grain received 

(f) Commodity shall not have the election to reject any car, cargo, or lot of 
wheat solely on the basis of protein if the protein content of such wheat, is 
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jetermined by an official protein laboratory or a protein laboratory approved 
y Commodity, tests within three-tenths of 1 percent of that shown on the ware- 
jouse receipt or accompanying documents. Settlement for protein content of 
wheat accepted by Commodity shall be made in accordance with section 13, 
except that, in those cases where the protein content of each lot of the wheat 
received by the warehouse is determined at the warehouse location by an official 
yrotein laboratory or a protein laboratory approved by Commodity, no discount 
for protein deficiency shall be applied on any loading order if the weighted 
equal average protein of the wheat accepted by Commodity on such loading order, 
shal is determined by such official or approved laboratory, is within three-tenths 
epted fi percent of the protein called for by the loading order. If the loading order 
l calls for the delivery of both protein and nonprotein wheat, protein settlement 
will be made only on that part of the loading order covering warehouse receipts 
calling for protein and such settlement shall be made on the basis set out above 
this subsection. 

(a) If the Official Grain Standards of the United States for the grain involved 
re changed after the grain is received in storage and before it is loaded out, 
the standards in effect at the time the grain was received into storage shall 
covern the responsibility of the warehouseman for loading out the grain and 
settlement with respect to the grain loaded out. 

h) Notwithstanding any other provisions of this agreement, Commodity shall 
not have a right to reject grain solely because of grade or quality deficiency 
esulting from breakage of corn, soybeans, and grain sorghums, and the ware- 
houseman Shall not be liable for the value of such deficiency, if such breakage 
yas unavoidable and not the result of the warehouseman failing to exercise 
jue care or provide appropriate warehousing services. 

(i) The warehouseman shall not be liable for market discounts resulting from 
«tion taken under the Federal Food, Drug, and Cosmetic Act with respect 
to grain meeting the requirements of this section 11 on the basis of the Official 
Grain Standards of the United States, unless the condition of the grain on which 
such action was based resulted from his failure to exercise due care or 
provide appropriate warehousing services. However, if such conditions re- 
sulted from such failure, the warehouseman shall be liable for the applicable 
warket discount even though the grain would otherwise be acceptable without 
settlement for quality differences. 

(j) Except to the extent that such liability is limited by the provisions of 
sections 10 and 15 and of this section 11, the warehouseman shall be liable 
as an insurer and indemnify Commodity as provided in section 13 for any fail- 
ure to load out or deliver grain meeting the requirements of this section. 

12. Determination of weights and grades on load out.—The class, grade, 
quality, and quantity of all the grain loaded out by the warehouseman (whether 
stored, handled only, or direct transferred, and whether commingled or identity 
preserved) shall be determined on the basis of official weights and official grades. 
Such official weights and grades shall be determined at the warehouse location 
f available there. If official weights are not available at the warehouse loca- 
tion, official weights shall be determined at the destination where the grain is 
inloaded: Provided, however, That if such destination is beyond the normal 
warketing area for the warehouse location or if official weights are not available 
it such destination, each car of the shipment, unless otherwise agreed to by the 

aurehouseman and Commodity, shall be direct transferred at an official weight 
station en route of the shipment and within the normal marketing area for the 
warehouse location, as selected by Commodity. If official grades are not avail- 
ible at the warehouse location, official grades shall be determined at the destina- 
lion Where the grain is unloaded: Provided, however, That if official inspection 
snot available at such destination or if such destination is beyond the normal 
lrketing area for the warehouse location, the official grades shall be obtained 
ta point en route of the shipment and within the normal marketing area for 
the warehouse location, as selected by Commodity, where offical inspection is 
Wailable. Such inspection shall be for the account of Commodity. Either party 
uy call for a federal appeal inspection from the inspection and such appeal shall 
be final as to any settlement for such grain. The expense of any federal appeal 
shall be for the account of the party requesting the appeal. 

13. Settlement for load out.—(a) Subject to the provisions of sections 10, 11, 
ind 15, settlement with respect to each individual warehouse for differences in 
value between the grain loaded out and the grain described on the loading order, 
f the loading order calls for a uniform grade and quality, or on the warehouse 
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receipts and accompanying documents or on the certificates provided for in se, 
tion 9 (b), shall be made in accordance with this section 13: Provided, Tha- 

(i) In the case of warehouses at locations where official weights ana 
grades are available, Commodity shall, as provided in section 11, have th, 
election to reject grain not meeting the applicable requirements of such sec. 
tion, and the warehouseman shall not be given credit for loading out th, 
quantity of grain rejected. 

(ii) In the case of warehouses at locations where official weights anq 
official grades are not available, Commodity shall have the election to reject 
grain not meeting the applicable requirements of section 11. Unless mutually 

, agreed that the rejected grain shall be replaced, the warehouseman shaj| 

pay Commodity the value, as determined on the basis of cash prices curren; 
in the applicable terminal market as of the date of rejection, of the grajy 
which should have been delivered rather than replacing such grain. Unless 
the warehouseman has replaced the rejected grain pursuant to mutual agree. 
ment or has paid Commodity in cash for the value of the rejected graiy, 
Commodity shall sell the rejected grain for the account of the warehousemay 
or release it to him or his authorized representative for purposes of sale. 
The net proceeds of such sale (whether the grain is sold by Commodity, by 
the warehouseman, or by the warehouseman’s authorized representative) 
shall be applied to the loading order. If the sale is made by the warehouse. 
man or his authorized representative, the net proceeds of sale shall be 
tendered to Commodity together with an accounting of such sale. The ware- 
houseman shall pay Commodity in cash for any deficiency between the net 
proceeds of sale and the value of the grain ordered shipped, except to th 
extent that the portion of the deficiency which is due to underdelivery in 
quality is offset by overdeliveries in quality on the same kind of grain as 
provided in section 13 (c) (ii). In the event the net proceeds of sale of the 
rejected grain exceed the value of the grain ordered shipped on the loading 
order, Commodity, after application of the proceeds to the loading order, 
shall pay such excess to the warehouseman. 

(b) The warehouseman and Commodity shall make settlement with respect to 
each loading order for the difference between the value of the commingled grain 
which is loaded out by the warehouseman from locations where official weights 
and grades are available and which is accepted by Commodity, and the grain 
described on the loading order, if the loading order calls for a uniform grade and 
quality, or on the warehouse receipts and accompanying documents surrendered 
by Commodity or on the certificates provided for in section 9 (b), in accordanc: 
with the following: 

(i) In settling for differences in quantity (except in case of conversion 
where settlement shall be made on such legally applicable basis as Com- 
modity may demand), values shall be determined on the basis of cash prices 
current in the applicable terminal market as of the date of inspection of the 
final shipment under the applicable loading order. 

(ii) In settling for differences in quality, values shall be determined on 
the basis of cash prices current in the applicable terminal market as of the 
date of inspection of the final shipment under the applicable loading order, 
except that the warehouseman shall not receive any credit for overdelivery 
in quality as between loading orders. 

(c) The warehouseman and Commodity shall make settlement for the differ- 
ences between the value of the commingled grain which is loaded out by the 
warehouseman from locations where official weights and grades are not avail- 
able and which is acecpted by Commodity, and the grain described on the ware- 
house receipts and accompanying documents surrendered by Commodity or on 
the certificates provided for in section 9 (0), in accordance with the following: 

(i) In settling for differences in quantity (except in case of conversio! 
where settlement shall be made on such legally applicable basis as Com- 
modity may demand), values shall be determined on the basis of cash 
prices current in the applicable terminal market as of the date the final 
shipment under the applicable loading order is accepted by the carrier. 
With respect to short weight cars, where the official report of the condition 
of the car shows evidence of actual loss, the warehouseman shall be allowed 
a quantity tolerance of one-eighth of 1 percent of the gross loading weights. 
The warehouseman is responsible for filing any loss-in-transit claims against 
the carriers. 

(ii) In settling for differences in quality, values shall be determined on 
the basis of cash prices current in the applicable terminal market as of the 
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date the final shipment under the applicable loading order is accepted by 
the carrier, except that if any of the grain loaded out grades sample (unless 
called for on the loading order) and Commodity sells such grain promptly, 
the discount applied in making settlement under the applicable loading 
order shall be the difference between the net sales proceeds of the sample 
grade grain and the value, as of the date of sale, of the grain which should 
have been delivered. The value of any underdelivery in quality established on 
a loading order shall be paid immediately to Commodity by the warehouse- 
man in cash, except to the extent that the amount thereof is offset by the 
value of any overdelivery in quality established on loading orders for the 
same kind of grain issued not earlier than the beginning of the third cal- 
endar year prior to the calendar year of issuance of the loading order on 
which the underdelivery was established. Any such payment made by the 
warehouseman to Commodity shall be refunded by Commodity to the extent 
that the amount of the underdelivery for which such payment was made is 
offset by the value of overdeliveries in quality established on loading orders 
for the same kind of grain issued not later than the end of the third calen- 
dar year following the calendar year of issuance of the loading order on 
which the underdelivery was established. For the purpose of this sub- 
section, underdeliveries and overdeliveries in quality accumulated on load- 
ing orders issued subsequent to the 1952 renewal date of the Uniform Grain 
Storage Agreement (May 31 or June 30, 1952, whichever is applicable for 
the warehouse involved) and prior to the effective date of this agreement 
shall be construed as having accumulated on loading orders issued in 1956. 
The value of any overdeliveries in quality not offset in the manner or within 
the period set forth above or as of the date of termination of this agree- 
ment, whichever is earlier, shall be dropped and no payment of any kind 
with respect thereto shall be made to the warehouseman. For the purpose 
of this subsection, the execution of a revised Uniform Grain Storage Agree- 
ment superseding this agreement shall not be construed as a termination of 
this agreement. 

(d) In making settlement for load out of the grain which is stored identity 
preserved, or grain which is tendered to the warehouseman for handling only 
or direct transfer on an identity preserved basis, the warehouseman shall be 
liable for any failure to deliver the gross quantity of the identical grain re- 
ceived, except that the warehouseman shall not be liable for natural shrinkage 
if such grain was stored in sealed bins under supervision of a disinterested 
custodian. If such identical grain is delivered, the warehouseman shall be 
liable for deficiencies in quality only in the event such deficiencies in quality 
result from his failure to use due care or his failure to provide appropriate 
warehousing services. In settling for the load out of such grain from ware- 
houses at locations where official weights and grades are available, values 
(except in the case of conversion where settlement shall be made on such legally 
applicable basis as Commodity may demand) shall be determined on the basis 
of cash prices current in the applicable terminal market as of the date of in- 
spection of the final shipment under the applicable loading order. In settling 
for the load out of such grain from warehouses at locations where official 
weights and grades are not available, values (except in the case of conversion 
where settlement shall be made on such legally applicable basis as Commodity 
may demand) shall be determined on the basis of cash prices current in the 
applicable terminal market as of the date the final shipment under the ap- 
plicable loading orded is accepted by the carrier. If such grain is commingled 
with other grain, or if the identical grain received by the warehouseman is not 
delivered, the warehouseman’s liability shall be as provided with respect to 
commingled grain in sections 11, 12,13 (b) and 13 (ec). 

14. Sacked grain——Subject to all other provisions of this agreement, the 
warehouseman may store the grain either in bulk, or, when customary, in 
sacks, but unless the holder of the warehouse receipts representing grain re- 
ceived in sacks directs loading out in sacks, the warehouseman shall load out 
all the grain in bulk. A deduction of 34 pound per sack shall be used in de- 
termining the net quantity of the grain stored in sacks. When grain received 
in sacks is bulked, the empty sacks shall be baled and retained by the ware- 
houseman for the account and subject to order of the owner. 

15. Insurance.—Without in any way limiting his obligation under the other 
Provisions of this agreement, the warehouseman shall insure and at all times 
keep insured, in his own name, all the grain for the full market value thereof 
(rather than the support price), against loss or damage by fire, lightning, in- 
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herent explosion, windstorm, cyclone, and tornado, and, in the event of any 
loss or damage to the grain, or to the warehouse, whether or not such loss was 
insured against, he shall immediately notify Commodity and the holders of the 
warehouse receipts and the certificates provided for in section 9 (b) repre. 
senting such grain, as the holders appear on the records of the warehousemay, 
and he shall at his own expense promptly take the steps necessary to collect any 
moneys which may be due as indemnity for such loss or damage, including the 
bringing of suit, and, as soon as collected, shall pay to the holders of such ware. 
house receipts and certificates such moneys as may be collected for the loss or 
damage. For purposes of this section “full market value” shall mean the value 
required by law to be used by underwriters in paying for losses of grain insured 
for its actual cash value. The warehouseman shall pay to the holders of the 
warehouse receipts and certificates, in addition to the insurance proceeds, any 
amount by which the insurance proceeds are less than such full market value, 
whether resulting from failure to collect in full from the insurer, failure to 
obtain a policy affording full coverage, or failure to report the total value of 
grain on hand on the last reporting date under a reporting form of policy 
In the event the warehouseman insures against hazards to the grain not spe 

fied herein, such insurance shall inure to the benefit of the holders of the ware 
house receipts and certificates. Notwithstanding any other provision of this 
agreement, the warehouseman, in the absence of negligence or failure to provide 
appropriate warehousing services, shall not be liable for loss or damage to the 
grain from flood or other acts of God against which insurance is not required 
by this section: Provided, however, That if commingled grain so damaged js 
deemed to be owned by the holders of the oldest outstanding warehouse receipts 
under the laws or regulations governing the operation of the warehouse, the 
loss which would thereby fall on Commodity and/or the warehouseman shall 
be prorated between them on the basis of the percentage which the quantity 
of the kind of grain involved owned by each in the warehouse at the time of 
such act of God (including, in the case of Commodity, grain under loan and not 
redeemed after such act of God) is of the total quantity of such kind of grain 
owned by both the warehouseman and Commodity (including grain under loan 
and not redeemed after such act of God). 

16. Tariff requirements Transit tonnage.—(a) The warehouseman shall ob- 
serve the transportation agency’s lawful tariffs and loading and unloading 
requirements, and shall indemnify Commodity against losses in weight due to the 
warehouseman’s error in weighing or failure to remove all the grain from the 
transportation conveyance on unloading. The warehouseman shall indemnify 
Commodity against minimum weight penalties and demurrage (including storage 
in transportation equipment), except where incurred due to circumstances beyond 
the warehouseman’s control. The warehouseman shall assume all inbound 
switching charges which are recoverable or which are absorbed by the carrier 
on outbound shipments, and all excess freight charges resulting from misrouting 
at variance with instructions issued by Commodity. 

(b) Except as otherwise directed by Commodity. the warehouseman shall hold 
and subject to the provisions of this section, record for transit in his own name, 
each freight and switching bill, transit tonnage or credit slip in connection with 
the grain, within the period of time required by and in accordance with the 
carrier’s lawful published tariffs. Immediately upon receipt of any such freight 
or switching bill or transit tonnage or credit slip, the warehouseman shall com- 
pile and furnish to the holder of the warehouse receipt or Commodity, in the 
form prescribed by it, a statement showing the warehouseman’s name and loca- 
tion of the warehouse, the origin carrier, the original shipping and billing points, 
full inbound route and junction points, date and number of the freight bill, date 
and number of the waybill, the kind of grain represented, the transit weight 
(not previously used), the freight rate to the transit point, the amount collected, 
and the number of unused transit stons. The warehouseman may use any freight 
bill or transit tonnage slip applicable to the grain in connection with the sale, 
transfer, or loading out of any of the grain and in so doing shall take all steps 
necessary to assure full use and protection of such transit billing and privileges, 
ineluding the filing of application for all renewals as permitted by tariff and when 
further renewals cannot be effected in accordance with the tariff, the 
warehouseman shall notify Commodity at least 60 days nrior to the exniration 
date of such billing, furnishing the number of pounds of the different kinds of 
grain represented by such billing. Subject to all other applicable provisions of 
this agreement and except as otherwise agreed to by Commodity and the ware- 
houseman, the warehouseman may substitute for the grain shipped under any 
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euch freight bill or transit tonnage or credit slip, other grain owned by hint 
together with valid freight bills or transit tonnage or credit slips of value equal 
and transit arrangements comparable to those deseribed in the statement fur- 
nished to Commodity or the holder of the warehouse receipt. If the warehouse- 
man and the holder of any Warehouse receipt representing the grain agree, they 
may exchange a quantity of grain and billing for a quantity of grain which has 
not been Shipped by rail. The warehouseman and the holder of the warehouse 
receipt Shall adjust any differences in value due to such substitution or exchange. 

Such differences shall be based on the value of transit billing furnished with the 

joadout order, including all legal charges applicable thereon, versus the value 

of transit billing actually applied against the loadout order, including all legal 
charges applicable thereon. 

17. Periods for which Schedule of Rates apply.—Charges for services under 
this agreement shall be at the rates specified in the Schedule of Rates in effect 
when such services are performed. Rates shall be computed on the basis of the 
net quantity of grain received in the warehouse, except where otherwise provided 
in the Schedule of Rates, and except that, rates for handling or storing grain 
owned by Commodity identity preserved or specially binned shall be computed on 
a gross quantity basis. The period for which the Schedule of Rates shall! appl) 
shall begin with the date each lot of the grain is deposited in the warehouse, or 
the date grain not otherwise subject to the terms of this agreement is purchased 
by Commodity in store, and shall end as follows: 

(i) In the event the grain is shipped by Commodity, storage charges shall 

cease upon the date specified in the shipping instructions issued by Commodity 
or the date shipment is accepted by the carrier, whichever is earlier, unless 
a delay is occasioned by circumstances beyond the warehouseman’s control, 
then on the date shipment is accepted by the carrier. 
(ii) In the event the warehouse receipts are sold or transferred to any 
person not entitled to the benefits of this agreement, charges under this 
agreement shall cease on the date of transfer. Commodity shall notify the 
warehouseman of the date of transfer and shall affix to the warehouse 
receipts prior to transfer a statement showing the period for which the rates 
hereunder are applicable, and the warehouseman shall not charge for services 
rendered during that period an amount in excess of that computed in aeccord- 
ance With the rates in effeet hereunder during that period. 

(iii) In the event of the loss or destruction of any of the grain, or in the 
event of the destruction of a warehouse or elevator, all accrued charges 
provided in the Schedule of Rates and otherwise payable with respect to the 
grain lost or destroyed, or stored in a warehouse or elevator which is de- 
stroyed, shall be paid up to but not including the date of such loss or 
destruction and shall thereupon cease. 

(iv) No charges shall be payable on any of the grain with respect to 
which the warehouseman has made any disposition contrary to the provisions 
of this agreement unless such disposition is authorized by law or by Com- 
modity or the lawful holder of the warehouse receipt. 

18. Payment of charges.—-(a) Upon presentation of proper invoice, Commodity 
shall make a periodic payment every three (3) months of all charges due and 
unpaid on Commodity-owned grain in storage represented by warehouse receipts 
in possession of CSS Commodity Offices and not ordered out prior to such date. 
The three (3) month periods to be covered by the periodie payments shall be 
determined by the Direetor of the appropriate CSS Commodity Office. 

(>) Upon termination of the period for which the Schedule of Rates applies 
for any lot of the grain (i. e., When grain is loaded out, lost, damaged, or sold, or 
transferred in storage), and upen presentation of proper invoice, Commodity 
shall pay all charges due and unpaid thereon unless the warehouse receipts 
were transferred with warehouse charges for the account of the purchaser. 

(c) In the event any invoice rendered by the warehouseman for services per- 
formed under this agreement has not been paid or returned for correction within 
twenty (20) calendar days after the date such inveice is received in the CSS 
Commodity Office, Commodity shall, wpon demand of the warehouseman, make an 
idvanee to the warehouseman of net less than 80 percent of the amount of such 
invoice. If such advance proves to be in exeess of the amount due, the ware- 
houseman shall repay the excess amount to Commodity. 

(d@) The warehouseman shall not make any charge for any service not covered 
by this agreement or for drying the grain unless such service or drying is per- 
formed upon prior authorization of Commodity, except that Commodity shall 
reimburse the warehouseman for payments made by him of the usual charges for 
services required in connection with the loading out of the grain or transfer of 
grain en route for the account of Commodity including coopering charges, weigh- 





1866 


ing and inspection fees, car liners, protein laboratory fees, and sampling fees 
Upon completion of the services authorized and presentation of proper invoice 
Commodity shall pay all authorized charges due and unpaid. ; 

19. Definitions.—F or the purpose of this agreement, the following terms shall be 
construed to mean, respectively : 

(a) Grain: Wheat, Corn, Rye, Barley, Oats, Soybeans, Flaxseed, Grain Sor. 
ghums, and such other grain or farm products as may be from time to time jp. 
cluded in the Schedule of Rates. 

(b) Receiving: Receiving and unloading all of the grain from cars, boats, 
barges, trucks, or other conveyances, and elevating into, bulking, cutting in, or 
piling in the warehouse. 

(é) Conditioning : Reelevating, screening, blowing, cooling (excluding drying), 
resacking, repair of sacks, fumigating, or such other operations (excluding 
drying) as may be necessary to preserve the class, grade, and quality of the 
grain. 

(d) Loading out: Loading out, including cutting and emptying sacks, and moy- 
ing from the warehouse to and loading into cars, boats, barges, trucks or other 
conveyances. 

(e) Official grades: Grades and grading factors established by an inspector 
licensed under the U. 8S. Grain Standards Act in accordance with the Official Grain 
Standards of the United States. Sampling, inspection, grading, and certification 
of grain shall be in accordance with methods and procedures prescribed in the 
regulations and instructions issued under such Act by the U. 8S. Department of 
Agriculture. When alternate methods or procedures are prescribed in such 
regulations and instructions, the method and procedures used for the purposes 
of this agreement shall be those specified by Commodity. 

(f) Official weights: In the case of bulk grain, weights established by a weigh- 
master whose weight certificates are recognized by common carriers as official in 
the settlement of claims for losses in transit, and in the case of settlement for 
grain loaded out where official weights are not available at the warehouse location, 
the weight certificates issued at destination or an intermediate point as provided 
in section 12, in addition to being so recognized, shall be issued : 

1. by Chambers of Commerce, Boards of Trade, Grain Exchanges, State 
Weighing Departments, or other organizations having qualified, independent, 
impartial paid employees stationed at elevators, or 

2. by or on authority of Chambers of Commerce, Boards of Trade, Grain 
Exchanges, State Weighing Departments, or other organizations where weigh- 
ing is performed by elevator employees under the supervision of a qualified, 
independent, impartial supervising weighmaster employed by one of the above 
organizations. 

In the case of sacked grain, the weighmaster shall be one approved by 
Commodity. 

(9g) Quality: Test weight, foreign material content, percentage of damage, 
moisture content, protein content in the case of wheat, and any other grading 

.factors shown on the official inspection certificates. 

(h) Handling only: Receiving and loading out grain tendered for shipment 
rather than storage. 

(i) Direct transfer: Transferring grain from car(s) to car(s) for the purpose 
of obtaining official weights, official grades, or both. 

(j) CSS commodity offices: Those offices so designated as of April 1, 1956, 
and any offices or agencies which may succeed to the functions of such offices. 

(k) Warehouse location: The place at which the warehouse is located, and 
for the purpose of sections 8 and 12, the location tributary thereto where 
weights and/or grades are customarily obtained as represented in the application 
for approval filed by the warehouseman. 

(1) Identity preserved: The storage or handling of grain in such manner 
that the actual grain deposited and no other may be delivered to the holder 
of the warehouse receipt or other documents and with respect to which the 
warehouse receipt or other documents are marked in a manner acceptable to 
Commodity indicating that the grain is stored or handled identity preserved. 
In the case of grain transferred to identity preserved storage under the pro- 
visions of section 10, the original warehouse receipts may be so marked, or 
receipts so marked substituted for the original receipts, after such transfer 
and as mutually agreed by the warehouseman and Commodity. Except as 
otherwise provided in sections 6 and 10, the grain shall be stored or handled 
identity preserved only pursuant to mutual agreement between the warehouse- 
man and Commodity. The grain stored identity preserved shall be stored in 
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sealed bins under supervision by a distinterested custodian if such supervision 
jg maintained at the warehouse location. If such supervision is not main- 
tained at the warehouse location, the storage of grain identity preserved shall 
be subject to such supervision as may be prescribed by Commodity. 

(m) Commingled: The storage or handling of grain under any circumstances 
other than identity preserved. 

(n) Applicable terminal market: The market to which the warehouseman 
would customarily move grain for disposition. 

20. Inspections, bonds, reports.—The warehouseman shall comply with such 
conditions as may have been prescribed by Commodity prior to the execution 
of this agreement. The warehouseman shall furnish Commodity such bond 
or bonds as may from time to time be required by Commodity. The ware- 
houseman shall maintain complete records reflecting his storage liability at 
all times with respect to all grain stored in or handled through the warehouse 
(including grain owned by him as well as other grain not subject to the terms 
of this agreement). At any time during business hours, the warehouseman 
shall permit Commodity to inspect the warehouse and its equipment, inspect, 
measure, and take inventories of all grain stored therein, and examine the 
stock records, receipt books, insurance policies, and other documents per- 
taining to such grain. Examinations and inspections made by Commodity or 
by a Federal, State, or other recognized supervisory body shall, however, in 
no way relieve the warehouseman of his responsibilities under the terms of 
this agreement. The warehouseman shall immediately notify Commodity of 
any change in ownership or operation of the warehouse, of any change in the 
nature or capacity of the warehouse facilities, or whenever he is unable to 
accomplish load out of the grain in accordance with loading order instructions 
issued by Commodity. The warehouseman shall furnish such reports with 
respect to the receiving, storing, conditioning, and delivery of the grain, and 
with respect to his financial condition, total inventory of grain, and outstanding 
warehouse receipts, as Commodity may request. 

21. Terms of agreement to prevail—rThe terms of this agreement including 
the Schedule of Rates shall prevail over the written or printed terms of the 
warehouse receipts representing the grain, over the warehouseman’s applicable 
tariff or posted rates, and over State and local regulatory laws and rules to 
the extent that such laws or rules may be inconsistent herewith. This agree- 
ment shall supersede any existing Uniform Grain Storage Agreement between 
the warehouseman and Commodity as of the 1956 annual renewal date of such 
agreement, except that charges with respect to services performed under any 
such prior agreement shall be paid in accordance with the terms of such prior 
agreement unless otherwise provided in the applicable Schedule of Rates. 

22. Termination—Default.—In the event of the failure of the warehouseman 
to load out any grain in accordance with the terms of this agreement, time being 
of the essence of this provision, or in the event misrepresentations have been 
made in his application for approval, Commodity shall have the right, unless 
such failure is excused by law, to terminate this agreement with respect to any 
or all of the warehouses covered hereby, and, in the event either of the parties 
hereto shall default in the performance of any other provisions herein, the other 
party, if such default is not cured within fifteen (15) days after a written 
notice is mailed to the party in default, shall have the right to terminate this 
agreement with respect to the warehouse or warehouses involved without thereby 
being deprived of any claim for damage on account of such default. 

23. Assignment—Member delegate.—This agreement, or any claims arising 
hereunder, shall not be assigned in whole or in part without written approval 
of Commodity. No Member of, or Delegate to, Congress, or any Resident Com- 
inissioner, shall be admitted to any share or part of this agreement or to the 
benefit to arise therefrom, except that this provision shall not be construed to 
extend to their interest in any incorporated company, if the agreement be for 
the general benefit of such corporation or company. 

24. Convict labor.—No convict labor shall be employed in carrying out any 
provisions of this agreement. 

25. Administration.—(a) The Director of the Grain Division, Commodity 
Stabilization Service and the Directors of the CSS Commodity Offices, or the duly 
authorized representatives of any such officials or any other duly authorized 
representative of Commodity, may act for or on behalf of Commodity in carrying 
out the provisions of this agreement, 

(b) Commodity shall not acquire grain (other than under the price support 
program) in store in the warehouse without prior consent of the warehouseman, 
except where such grain is being acquired for prompt shipment. 
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(c) Commodity, in the performance of this agreement, shall not discriming;, 
against any warehouseman not operating under an occupancy contract wit) 
Commodity by loading out grain from his warehouse and moving said grain ») 
of normal and customary channnels of flow for the purpose of depositing jt ;, 
a warehouse operated under an occupancy contract. 

(d) Notwithstanding any other provisions of this agreement, Commodi, 
shall not transfer warehouse receipts to any person (other than agencies entit)« 
to the benefits of this agreement) without obtaining prior consent of the warp. 
houseman. 

26. Notification—The warehouseman shall have fulfilled his obligation ;, 
notify Commodity as required in this agreement only when such notice is re 
ceived in writing by the Director, CSS Commodity Office, in the area in whi 
the warehouse is located. 

27. Applicable agencies.—Any agency of the United States under the genera 
supervision of the Secretary of Agriculture shall be entitled to the services ang 
facilities of the warehouseman with respect to grain owned by or in the posses. 
sion of such agency, upon the same terms and conditions as set out in the agree. 
ment with respect to grain owned by or in the possession of Commodity. 

28, Effective date-——This agreement shall become effective, except as provided 
in section 21 hereof, upon its signature on behalf of the warehouseman and Con. 
modity, and shall continue in full force and effect until the first May 31 thereafter 
with respect to all warehouses located in the States of Alabama, Arizona, Ar. 
kansas, California, Florida, Georgia, Louisiana, Mississippi, New Mexico, North 
Carolina, Oklahoma, South Carolina, Tennessee, and Texas, and until the first 
June 30 thereafter with respect to all warehouses located in all other states 
This agreement shall be renewed automatically from year to year thereafter, 
unless either party notifies the other, by written notice, at least 30 days prior fo 
the next renewal date, of his election to terminate the agreement upon such 
renewal date. In the event this agreement is terminated by mutual consent 01 
for cause, or either party elects to terminate this agreement on any annual 
renewal date, and at the time of such termination there is stored in the ware. 
house grain on which Commodity is obligated to pay charges, Commodity sha! 
thereafter pay storage at the warehouseman’s applicable tariff or posted rates 
until such grain is removed or otherwise disposed of. 

29. Descriptive headings.—The descriptive headings of the various sections 
hereof were formulated and inserted for convenience only and shall not be 
deemed to affect the meaning or constructions of any of the provisions hereof 

30. Contingent fees—The warehouseman warrants that he has not employed 
any person to solicit or secure this agreement under any agreement for a com- 
mission, percentage, brokerage, or contingent fee; that no such consideration or 
payment has been or will be made. Breach of this warranty shall give Com- 
modity the right to annul the agreement, or, in its discretion, to deduct from 
the charges hereunder the amount of such commission, percentage, brokerage, or 
contingent fee. This warranty shall not apply to commissions payable by the 
warehouseman under contracts secured or made through bona fide established 
commercial or selling agencies maintained by the contractor for the purposes of 
securing business. 

31. Execution.—This agreement shall be executed by duly authorized repre- 
sentatives of Commodity and the warehouseman, and shall not be amended or 
superseded except by written agreement executed in the same manner as this 
agreement. 

All reporting requirements of this agreement have been approved by, and 
subsequent reporting and record-keeping requirements will be subject to, the 
approval of the Bureau of the Budget in accordance with the Federal Report 
Act of 1942. 

ComMopiIty CREDIT CORPORATION, 
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BUSHEL UNIT COST OF STORAGE OF GRAIN 


Mr. Marsuauv. Also in the hearings of last year we had a table on 
ave 1302 which showed the cost of storing a bushel of grain. We 
vould like to have that brought up to date by. including this year’s 
figure. 7 

Mr. McLarn. Yes. 

(The information is as follows :) 


The estimated cost of storing a bushel of grain in a CCC storage facility 
including maintenance and operation, depreciation of structures and equipment. 
handling shrinkage of grain, receiving, and loading out is as follows: 


Average 
| eost per 
| bushel 


Average Quantity Quantity 


Fiscal year inventory received | loaded out 


Bushe’s | Bushes Busheis 
588, 576, 700 | 202, 786, 233 | 148, 540, 240 $0. 910 
21, 360,599 | 196,030,997 | 55, 204, 605 113 
2, 369, 929 | 818, 758 39, 709, 118 | . 060 
297, 862,620 | 5, 153, 062 61, 326, 271 . 057 
295, 702, 831 106, 964,596 | 19, 474, 269 . 066 
| ' 


REIMBURSEMENTS TO CCC 
ANIMAL DISEASE ERADICATION ACTIVITIES 


Mr. Marsnatu. At this point we will insert pages 466 through 472 
of the justifications in the record. 
(The pages referred to are as follows :) 


REIMBURSEMENTS TO COMMODITY CREDIT CORPORATION FOR ADVANCES FOR ANIMAL 
DISEASE ERADICATION ACTIVITIES, ARGICULTURAL RESEARCH SERVICE 


PURPOSE STATEMENT 


The purpose of this request is to provide funds to reimburse the Commodity 
Credit Corporation for advances made and other costs incurred in fiscal year 
1955 for livestock disease eradication activities administered by the Agricul- 
tural Research Service pursuant to authority contained in the Department of 
Agriculture and Farm Credit Administration Appropriation Act, 1955, and sec- 
tion 204 (e) of title II of the Agricultural Act of 1954, Public Law 690, approved 
August 28, 1954. 

Eradication of foot-and-mouth disease 

Since fiscal year 1948, the agricultural appropriation acts have included an 
authorization which provides that, when emergency outbreaks of diseases 
threaten the livestock or poultry industry, the Secretary may transfer to the 
appropriation “Foot-and-mouth and other contagious diseases of animals and 
poultry” such sums as he may deem necessary from appropriations or funds 
available to other bureaus, corporations, or agencies of the Department. 


72018—56—pt. 4——30 
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Transfers to finance foot-and-mouth disease eradication and preventive meg. 
ures in connection with outbreaks of the disease in Mexico and Canada hay 
been made from Commodity Credit Corporation funds. Subsequently Congregy 
has provided for repayment of such transfers. 

On December 31, 1954, Mexico was declared to be free of foot-and-mouth (js. 
ease. The cost of the eradication activities in fiscal year 1955, including inte. 
est through June 30, 1956, was $1,269,330. It is not anticipated that funds wi 
be required to be transferred for this activity in fiscal year 1956 or 1957 unleg 
there is an outbreak of foot-and-mouth disease in the United States or adjacey 
countries. 


Eradication of bruccellosis 


The Agricultural Act of 1954 authorized the transfer of not to exceed $1; 
million annually for a period of 2 years to the item “Plant and animal diseag 
and pest control” under the appropriation “Salaries and expenses, Agricultura) 
Research Service” for the purpose of accelerating the brucellosis eradicatio, 
program. 

On September 23, 1954, the Secretary approved the initiation of an accelerate 
program. The cost of the expanded program in fiscal year 1955, including 
interest through June 30, 1956, was $11,791,624. In fiscal year 1956 it is antici. 
pated that the full amount authorized for the expanded program will be needej 
and an appropriation will be requested as a part of the 1958 budget estimates ty 
reimburse the Corporation for this cost. 


Estimated Budget 
available estimate 
1956 (fiscal | 1957 (fiscal 
year 1954 year 1955 
program) program 


Appropriated funds: 
Eradication of foot-and-mouth disease-.-_..........-.-------.------ $5, 788, 897 $1, 269, 
Eradication of brucellosis- bee : : 11, 791, 64 


Il scl cials aids late idiai din oar ountiie nadine beats miata onag Mane 5, 788, 897 13, 060, 954 


Reimbursements to Commodity Credit Corporation for advances for animal 
disease eradication activities 


Appropriation act, 1956 (fiscal year 1954 program) $5, 788, 897 
Budget estimate, 1957 


Increase (to reimburse Commodity Credit Corporation for costs 
incurred during fiscal year 1955) 


Summary of increases and decreases, 1957 


Decrease due to reduction in amount required to reimburse Com- 
modity Credit Corporation for costs incurred for eradication of 
foot-and-mouth and other contagious diseases___.._.._.__--__-- —4, 519, 567 
Increase to reimburse Commodity Credit Corporation for costs 
incurred for accelerated brucellosis program initiated in fiscal 
year 1955 +11, 791, 624 
1 Appropriated under the heading “Repayment to Commodity Credit Corporation for 
eradication of foot-and-mouth and other contagious diseases of animals and poultry.” 
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Project statement 


1956 (esti- Increase or 1957 (esti- 


Project 1955 mated) decrease mated) 


Reimbursements for costs incurred in prior fiscal 


years 
; “e) For eradication of foot-and-mouth disease. 5, 788,897 | —4, 519, 567 1, 269, 330 
5) For brucellosis eradication 5 | ees 11, 791, 624 


Total available or estimate asbins 5, 788, 897 +7, 272, 057 13, 060, 954 

Transfer in 1957 estimates from ‘‘Repayment to 

‘Commodity Credit Corporation for eradication 

of foot-and-mouth and other contagious diseases 
of animals and poultry”’ 


Total appropriation 








INCREASES AND DECREASES 


Decrease of $4,519,567 due to reduction in amount required to reimburse Com- 
nodity Credit Corporation for costs incurred for eradication of foot-and-mouth 


fand other contagious diseases. 


An appropriation of $1,269,330 is requested to discharge indebtedness to Com- 
modity Credit Corporation for funds transferred and expenses incurred during 
fiscal year 1955 (including interest thereon through June 30, 1956) in connection 
with the program for the eradication of foot-and-mouth disease in Mexico. This 
js a decrease of $4,519,567 from the appropriation made in fiscal year 1956 to 
discharge indebtedness to Commodity Credit Corporation for funds transferred 
to meet costs incurred during fiscal year 1954, including interest. The transfers 
in fiscal year 1955 were made pursuant to authority granted in the Department 
of Agriculture and Farm Credit Administration Appropriation Act, 1955. 

On December 31, 1954, Mexico was declared to be free of foot-and-mouth dis- 
ease. It is not anticipated that transfers from Commodity Credit Corporation 
will be required for this activity in fiscal year 1956 or 1957 unless there is an 
outbreak of foot-and-mouth disease in the United States or adjacent countries, 
and therefore, there will be no necessity to request an appropriation in the fiscal 
year 1958 to reimburse Commodity Credit Corporation for costs incurred for 
eradication of foot-and-mouth disease in Mexico. (In the fiscal year 1956, funds 
are being transferred from the Commodity Credit Corporation for the eradication 
of vesicular exanthema of swine, as indicated in these explanatory notes under 
he Agricultural Research Service in the justification for the item “Foot-and- 
mouth and other contagious diseases of animals and poultry.”) 

Following the enactment of Public Law 8 approved February 28, 1947, the De- 
jartment entered into a cooperative program with the Government of Mexico 
to eradicate an extensive outbreak of foot-and-mouth disease in that country. 
Because of the nature of the disease it was not possible to make accurate es- 
timates of the cost of the program. Therefore, beginning with the fiscal year 
1948, Congress authorized the transfer of funds to the appropriation item ‘“Foot- 
ind-mouth and other contagious diseases of animals and poultry,” to finance the 
work. Transfers made from funds of the Commodity Credit Corporation have 
been repaid in prior years either by appropriations or authorization to cancel 
notes. A summary of appropriations and authorizations to cancel notes follows: 





Source of funds for financing program, fiscal years 1947-54 


A ppropria- 
tions 


Item of 


Department of Agriculture Appropriation Act, 1947, approved 
June 22, 1946 

Public Law 22 

Second Urgent 
June 27, 1947 

Emergency Appropriation Act, approved July 3, 1947 

Department of Agriculture Appropriation Act, approved 
July 30, 1947 

Second Deficiency Appropriation Act, 1948, approved June 25, 
1948 

Third Deficiency Appropriation Act, 1949, approved Oct. 10, 
1949 

Department of Agriculture Appropriation Act, 1952, approved 
Aug. 31, 1951 

Department of Agriculture 
July 5, 1952 

Department of Agriculture Appropriation Act, 1954, approved 
July 28, 1953 

Public Law 295 approved Feb. 12, 1954 

Department of Agriculture and Farm Credit Administration 
Appropriation Act, 1956, approved May 23, 1955 


$305, 000 


, approved Mar. 27, 1947 9, 000, 000 


Deficiency Appropriation Act, 1947, approved 
1, 500, 000 
5, 000, 000 


100, 000 
1 25, 400, OOO 


1 34, 000, 000 


Appropriation Act, 1953, approved 


1 5, 788, 897 


Total appropriated funds and cancellation of notes 81, 093, 897 


1 Reimbursement to Commodity Credit Corporation. 


The obligations under this program for fiscal year 1955, for 
is now requested, and a summary of the financing through the ¢ 
Corporation follows: 


EXPLANATION OF ESTIMATES 


Eradication of foot-and-mouth disease 


Cooperation with the Government of Mexico in the control, 
eradication and prevention of foot-and-mouth disease : 
Payments made to the Mexican-United States Com- 
mission for the eradication and prevention of foot- 
and-mouth disease in Mexico 
Direct Federal expenses for program in Mexico_- 


Mexican border inspection and quarantine 

Interest: 
Actual on advances made prior to June 30, 1955 
Amount provided by 1956 appropriation for estimated 


Obligations, 


| Cancellation 


notes 


53, 062, 167 | 


which repayment 
Yommodity Credi 


I 


AI 
Com 
curr 


107 


19565 


$237, 000 


$71, 215 


interest from July 1, 1954 through June 30, 1955... —56, 568 


Prior year balance available in 1955 b 
1955 balance available in 1956 (to be applied to th 
exanthema program) 


Total due June 30, 1955__ 
Estimated interest through June 


30, 195 
Total amount for reimbursement 


to Commodity 
DORRIT sn st 


e vesicular 


Credit 


14, HAT 


1, 38 1, 822 
—166, 17 

+2, ON) 
1, 244, H47 


24, 6S) 


Cor- 





14, H47 


81, 822 


3, 175 
Oy OH) 


4, OAT 
4, 683 
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summary of cost of financing program through Commodity Credit Corporation, 
fiscal years 1948-55, with interest to June 30, 1956 


rotal transfers from Commodity Credit Corporation__ _... $150, 748, 000 
Expenses incurred : 

Interest on funds transferred $2, 349, 394 

ane ine ident a handling of canned meat 


5, 663, 
Subtotal 156, 411, 7: 
Less: Reimbursements : 
By appropriations 
By cancellation of notes____- 53, 062, 167 
Receipts from sales of canned meat and meat 
products- . : 36, 8038, 723 
Reimbursements from Mexican Dp: Te cking plants for 
inspection services_.______ 112, 295 


729 
9) 
2t 


155, 167, 082 
Totaliduse Jaune'90; IPSS. cai ews di ah eee 1, 244, 647 
nated interest July 1, 1955, through June 30, 1956_- ; 24, 683 


oe 


{mount to be reimbursed to Commodity Credit Corporation_ 1, 269, 330 


(2) Increase of $11,791,624 to reimburse Commodity Credit Corporation for 

sts incurred for accelerated brucellosis program initiated in fiscal year 1955. 

An appropriation of $11,791,624 is requested to discharge iaieihasiaen to 
Commodity Credit Corporation for funds transferred to cover expenses in- 
curred during the fiscal year 1955 (including interest thereon through June 30, 
1056) in connection with the accelerated brucellosis-eradication program. This 
ransfer was made pursuant to authority granted under section 204 (e) of 
title II of the Agricultural Act of 1954, Public Law we: approved August 28, 
ivi4. which provided for the transfer of not to exceed $15 million annually for 
a period of 2 years from funds available to the Commodity Credit Corporation 
io the appropriation “Salaries and expenses, Agricultural Research Service, 
plant and animal disease and pest control.” On September 23, 1954, the Secre- 
lary approved the initiation of an accelerated brucellosis-eradication program 
and funds were transferred from the Commodity Credit Corporation as 
authorized. 

The cost of the program during its first year of operation was as follows: 
Operating funds__-— o aed - is 5 sg cenieehuciate, AE a 
Indemnity payments sete Seiten eae oa ne nt pees 4, 282, 661 

Subtotal__ suc ecaa Jeuctehais.e0 Tee 697 
Estimated interest through June. 30, 1956 232, 927 

Total amount for reimbursement to Commodity Credit Cor- 
poration__-_ . : Ein sas aed ce vi gs at aah 


uformation with respect to this program and accomplishments in 1955 is 
luded in the justification for the item “Plant and animal disease and pest 


* 


“ol” under “Salaries and expenses, Agricultural Research Service.” 
EXPLANATION OF NEW LANGUAGE 


The estimates include proposed new language for this item as follows (new 

guage in italic): 

To reimburse the Commodity Credit Corporation for authorized transfers (in- 
luding interest through June 80, 1956) as follows: (1) $1,269,330 for sums 
transferred to the appropriation “Foot-and-mouth and other contagious diseases 
of animals and poultry,” fiscal year 1955, for eradication activities, pursuant to 
eushortey contained under such head in the Department of Agriculture and Farm 
‘redit Administration Appropriation Act, 1955, and (2) $11,791,624 for sums 
transferred to the appropriation “Salaries and expenses, Apriculterel Research 
Service.’ fiscal year 1955, for brucellosis eradication, pursuant to section 204 

af the Act of August 28, 1954 (7 U.S.C. 397). 
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The new item provides for reimbursements to Commodity Credit Corporatio, 
for costs incurred in fiscal year 1955, including interest through June 30, 1956. 
for two programs as follows: = 
1. For eradication of foot-and-mouth disease 


The costs of this program were incurred under authority contained in the 
a of Agriculture and Farm Credit Administration Appropriation Act, 

In the Department of Agriculture and Farm Credit Administration Appro- 
priation Act, 1956, authority to reimburse the Commodity Credit Corporation fo; 
the costs of this program in fiscal year 1954, including interest thereon throug) 
June 30, 1955, was provided under the appropriation item, “Repayment to Com. 
modity Credit Corporation for eradication of foot-and mouth and other ¢op. 
tagious diseases of animals and poultry.” It is proposed to delete that appro. 
priation item and combine it with this new appropriation. 
2. For brucellosis eradication 


The costs of this program were incurred under authority of section 24 (¢) 
of the act of August 28, 1954 (7 U.S. C. 397). 


REPAYMENT TO COMMODITY CREDIT CORPORATION FOR ERADICATION OF Foor-anp. 
MoutTH AaNnb OTHER CONTAGIOUS DISEASES OF ANIMALS AND POULTRY 


DELETION OF LANGUAGE 


The estimates propose deletion of the language for this item as follows (le. 
leted language enclosed in black brackets) : 

(For reimbursement to Commodity Credit Corporation for sums transferred 
to the appropriation “Eradication of foot-and-mouth and other contagious dis. 
eases of animals and poultry,” fiscal year 1954 (including interest thereon 
through June 30, 1955), pursuant to authority contained under such head in the 
Department of Agriculture Appropriation Act, 1954, $5,788,897.] 

Deletion of the entire language for this item is proposed since similar av- 
authority is included in the new appropriation item “Reimbursements to Com- 
modity Credit Corporation for advances for animal disease eradication activi- 
ties.” 

Mr. MarsHatu. This item has to do with animal disease eradication. 
The estimate is for $13,060,954. Will you explain this item? 

Mr. Bracu. That represents a transfer from CCC to the Bureau of 
Animal Industry for foot-and-mouth disease and brucellosis eradica- 
tion, I would expect. I do not believe that is one of our items. 

Mr. Grant. That covers transfers from the Commodity Credit Cor- 
poration for the program for eradication of foot-and-mouth disease 
in Mexico, and for the brucellosis eradication program in the fiscal 
year 1955. 

Mr. Marsnaryu. To what extent will there be reimbursement for 
foot-and-mouth disease in the future years ? 

Mr. Grant. Unless there is another outbreak of foot-and-mouth 
disease, it is not anticipated there will be any more transfers from 
CCC for this purpose. The present program in Mexico—involving 
less than half a dozen people—is being financed by the regular appro- 
priation for the Agricultural Research Service. There will be addi- 
tional transfers, of course, for the brucellosis eradication program for 
which appropriations will be requested in 1958 and future years. In 
addition, an appropriation will be required to reimburse the Corpora- 
tion for tranfers for the program for eradiction of vesicular exan- 
thema. This program is being financed in 1956, and is proposed to be 
financed in 1957, by transfers from the Corporation. 

Mr. Marsnati. How much was reimbursed them because of the 
brucellosis eradication program this past year? 
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Mr. Grant. For the 1955 fiscal year, an appropriation of $11,791,- 
g24 is requested in 1957 to reimburse the Corporation. 

Mr. MarsHaui. And you estimate how much for the fiscal year 1957? 

Mr. Grant. $20, million. That is in accordance with Public Law 
465, approved April 2, 1956, increasing this program from $15 million 
1 $17 million for the current fiscal year and to $20 million for 1957, 


GRADING AND CLASSING 


Mr. MarsHanu. At this point we will place in the record the reim- 
bursements to CCC for grading and classing. We will insert pages 
473 through 475 of the justifications in the record at this point. 

(The pages referred to follow :) 


\EIMBURSEMENT TO COMMODITY CREDIT CORPORATION FOR ADVANCES FOR GRADING 
AND CLASSING ACTIVITIES, AGRICULTURAL MARKETING SERVICE 


PURPOSE STATEMENT 


The Department of Agriculture Appropriation Act for 1952 authorized advances 
from the Commodity Credit Corporation to appropriations available for classing 
and grading agricultural commodities without charge to producers in order to 
insure a prompt, efficient service. Such advances must be repaid from subse- 
quent appropriations, 

This item reflects funds for reimbursing Commodity Credit Corporation (in- 
cluding interest) so that the Corporation may be made whole for funds advanced 
which were in excess of the cost of classing cotton and grading tobacco which 
were placed under price support. 

Appropriated funds: 
Appropriated, 1956 
Budget estimate, 1957 (1955 costs) 


Reimbursement to Commodity Credit Corporation for advances for grading and 
classing activities, Agricultural Marketing Service 


Appropriation act, 1956, and base for 1957___- Seas ectaars Actes 6a wpnsatenncie mma 
Og RS a 
Increase (to reimburse Commodity Credit Corporation for costs in- 

curred in fiscal year 1955 for inspecting and grading tobacco and 

classing cotton not placed under loan) pe ag ye 


Project statement 


Project 


Reimbursement to Commodity Credit Cor- 
oo 


INCREASE 


(1) An amount of $367,740 is needed to reimburse the Commodity Credit Cor- 
poration for costs incurred in fiscal year 1955 for inspecting and grading tobacco 
and classing cotton not placed under loan. Under the Smith-Doxey Act of 1937, 
farmers organized to promote improvement of cotton are eligible for free class- 
ing service. Under the Tobacco Inspection Act of 1935 tobacco producers selling 
tobacco at designated auction markets are eligible for free inspection and grading 
service. The class of cotton or the grade of tobacco placed on the commodity by 
a Federal cotton classer or a Federal tobacco inspector is accepted as evidence 
of quality when producers place their commodities under loan or offer them for 
sale to the Commodity Credit Corporation. 
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If these programs are to operate effectively and to be of maximum benef; 
to producers, it is necessary to maintain (1) a force of tobacco inspectors large 
enough to grade the tobacco on all auction floors prior to sale, and (2) a cottop 
classing organization which is capable of getting classification returns to pro. 
ducers promptly. 

The demand for these services in 1955 exceeded that which could be provideg 
from available appropriations and other funds. Therefore, in order to ingyre 
a prompt efficient service, funds were advanced from Commodity Credit (or. 
poration under authority contained in the Department of Agriculture Appropria. 
tion Act, 1952. 


Portion of funds advanced in 1955 must be repaid 


In fiscal year 1955 a total of $1,241,000 was advanced from CCC under the 1959 
Appropriation Act authority. The portion of this amount which is attributed to 
cost of classing or grading cotton and tobacco going under price-support loan 
is borne by the Commodity Credit Corporation. Therefore, this appropriation 
estimate represents the net amount required for providing these services for the 
quantities not going under loan. The total cost of classing Smith-Doxey cotton 
which went under loan in 1955 was $495,708 while the amount advanced for this 
purpose was $821,000. With respect to tobaceo inspection, the total advance 
was $420,000 while the cost of inspecting and grading tobacco that went under 
loan amounted to $310,767. The appropriation requested for 1957 is to repay 
Commodity Credit Corporation (with interest) for that part of the amount ai. 
vanced which was in excess of the cost of classing cotton and grading tobacco 
which were placed under price support. 

The basis for the amount requested for repayment in 1957 is as follows: 


Cotton: 
Estimated total number of classings by Federal employees_-_ 11, 866, 115 
Estimated cost of all classings by Federal employees____---- $2, 749, 5e2 
Average cost per classing______-~ a cade _cents 21,9} 
Estimated total bales classed under Smith- Doxey “Act going 

NS Se ee a 
Advance from CCC____-__--___- ses as 
Estimated cost of classing loan cotton 

(2,262,478 « 21.91) _- 


$821, 000 


—495, T08 


To be repaid CCC__ et att eae 33 325, 292 


Tobacco: 

Estimated total quantity of tobacco inspected and graded at 
auction markets_____________ ae ..-..-pounds__ 2, 301, 917, 108 
Estimated cost of tobacco inspec tion at designated markets $1, 937, 448 
Estimated quantity entering loan program pounds__ 369, 305, 354 
Percent of total entering loan _-percent__ 16. 04 
Advance from CCC__- = : $420, 000 

Estimated cost of inspecting loan tobacco (16.04 percent 
of $1,937,448) ___- chan —$310, 767 


To be repaid CCC_._-_-_-- : : $109, 233 


Total amount to be repaid: 
ern ee bak Es ae : ae $325, 292 
Tobacco ___._._- ; p ise a : $109, 233 


as ee 
Interest through June 30, 1956 


Total amount to be reimbursed to CCC__ tel f $449, 740 


Repaid from unobligated Marketing Service balances in 
te , OM 


Appropriation estimate, 1957__- tied 5 iad $267, 740 


Mr. Marsraru. The estimate for 1957 is in the amount of $367, 740, 
Will you explain this item ? 





n benefit 
TS large 
&@ cotton 
} to pro- 


Provided 
O insure 
dit Cor. 
propria. 


the 1959 
buted to 
rt loan 
Priation 
for the 
y Cotton 
for this 
Ivanced 
t under 
0 repay 
tint ad. 
tobaceo 


WS: 


$66,115 
149, 569 


91 91 
at, vl 


262, 478 


17, 103 
B7, 448 
05, 354 
16. (04 
20, 000 


1877 


Mr. Grant. Mr. Marshall, that covers advances to the Agricultural 
Marketing Service for the cost of grading tobacco and cotton in the 
fecal year 1955. 

“Mr. Marsuauy. Could you break down the items as between cotton 
and tobacco?’ How much i is charged to each one ? 

Mr. Grant. Yes, sir. The amount for cotton is $325,292 and the 
— for tobacco is $109,233. These amounts total $434,525. To 

his should be added $8,215 in interest costs through June 30, 1956. 
it is estimated that $75,000 will be repaid from the “Marketing Serv- 
ies” appropriation leaving the appropriation proposed of $367,740. 

Funds for classing cotton and inspecting and grading tobacco are 
transferred to the Agri icultural Marketing Service in accordance with 
the provisions of the 1952 Agricultural “Appropr iation Act because 
of the difficulty of estimating such costs applicable to cotton and to- 
hacco not pl aced under ¢ ‘ommodity Credit Corporation loans. The 
Appropriation Act for that year provided for the transfer of funds 
10 the Marketing Services appropriation for this work, to be reim- 
bursed in subsequent 7 years by appropriations in the manner proposed. 

Mr. Marsuaxn. Are there any questions on this item ? 

Mr. Horan. No questions. 

Mr. Vurseti. No questions. 


REIMBURSEMENT FOR AUTHORIZED COSTS 


Mr. Marsuauy. The next item is reimbursements to the Commodity 
Credit Corporation. We will insert in the record pages 477 through 
484 of the justifications. 


(The pages referred to are as follows :) 


REIMBURSEMENT TO COMMODITY CREDIT CORPORATION, COMMODITY STABILIZATION 
SERVICE 


PURPOSE STATEMENT 


The funds and facilities of the Commodity Credit Corporation have been 
tilized to carry out programs outside of its regular functions but involving 
the disposition of surplus agricultural commodities for which the Corporation 

authorized to be reimbursed under specific legislation. In the past the Cor- 
poration has been reimbursed for costs in connection with these programs under 
i separate appropriation for each program. In order to simplify the estimates 
and present an overall picture of these programs the amounts required to 
reimburse the Corporation have been consolidated into a single budget estimate 
for the fiscal year 1957. 
1, International Wheat Agreement 

This agreement operates to provide an assured market for wheat to exporting 
countries and assured supplies of wheat to importing countries, at stable and 
equitable prices. 

Under authority contained in the International Wheat Agreement Act of 
149, as amended (7 U. S. C. 1641-1642), capital funds of Commodity Credit 
Corporation are used to pay: (a) The difference between the price specified 
in the agreement and the domestic market price of wheat; and (b) administra- 
tive and interest costs. The act also authorizes appropriations to reimburse 
the Corporation for costs incurred. 

’. Emergency famine relief to friendly peoples 

The act of August 7, 1953 (67 Stat. 476) directed the Commodity Credit 
Corporation to make its stocks of agricultural commodities available to the 
President through March 15, 1954, for furnishing emergency assistance to 
friendly peoples in meeting famine or other urgent relief requirements. The 
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act also authorized the appropriation of funds to reimburse the Corporatio, 
for its investment in such commodities including handling and the cost incurreg 
in making deliveries. Operations under this act have been completed and ti. 
Commodity Credit Corporation reimbursed therefor by appropriation containe| 
in the Department of Agriculture and Farm Credit Administration Appropriation 
Act, 1956. 

Title IL of the Agricultural Trade Development and Assistance Act of 1954 
Public Law 480 (68 Stat. 454), directs the Commodity Credit Corporation ¢, 
continue a program of this nature through June 30, 1957, and similarly autho». 
izes the appropriation of not more than $300 million to reimburse the Corporation, 


3! Sales of surplus agricultural commodities for foreign currencies 


Title I of the Agricultural Trade Development and Assistance Act of 1954 
Public Law 480 (68 Stat. 454-459), authorizes the President, until June 
1957, to carry out a program for the sale of surplus agricultural commoditie: 
for foreign currencies. The act provides that Commodity Credit Corporatio, 
shall make available for sale to domestic exporters surplus agricultural cop. 
modities heretofore or hereafter acquired by the Corporation in the adminis. 
tration of its price-support operations, and shall make funds available to finance 
the sale and exportation of surplus agricultural commodities, whether froy 
private stocks or from stocks of the Commodity Credit Corporation. 

The act further provides various specified uses of the foreign currencies by 
any department or agency of the Government and requires reimbursement to 
Commodity Credit Corporation by the agency using such funds if appropriations 
have been made for any of the specified uses. To the extent the Corporation js 
not thus reimbursed by other agencies, the act authorizes appropriations to 
reimburse Commodity Credit Corporation for its investment in commodities 
used under the act including processing, packaging, transportation and handling 
costs, and for costs incurred in financing the exportation of commodities, and 
limits transactions requiring appropriations to $1.5 billion. 


4. Transfer of hay and pasture seeds 


The act of July 26, 1954 (68 Stat. 529), provided for the transfer of hay and 
pasture seed acquired by the Commodity Credit Corporation under the price. 
support program to the Forest Service, Department of Agriculture, the Fish 
and Wildlife Service, Interior Department, and the Bureau of Land Manage 
ment, Interior Department, and authorized the appropriation of funds to rein- 
burse the Commodity Credit Corporation for its investment in the seeds trans- 
ferred pursuant to the act. The estimate includes a provision to cover reim- 
bursement for operations during fiscal year 1955 in the amount of $184,678, 
No further activity is contemplated under this program. 


Estimated 
available, 
1956 


Budget est!- 
mate, 1957 


. International Wheat Agreement J $57, 378, 551 $101, 130, 155 
. Emergency famine relief to friendly peoples__-_-.......-.---- a as tale 9, 545, 830 88, 628, 927 
3. Sales of surplus agricultural commodities for foreign currencies............|-----------.-- 67, 477, 2B 
5 rn ae Ce CIN cd Cisco cccnccccowcectceedcseeseud dade swhesbuie Litele 184, 678 


66, 924,381 | 257, 420, 98 


Reimbursements to Commodity Credit Corporation 


Appropriation act, 1956_ $66, 924, 381 
Budget estimate, 1957 257, 420, 988 


Increase +190, 496, 607 


Summary of increases, 1957 


Increase in net costs of the Commodity Credit Corporation in carry- 
ing out the International Wheat Agreement program +43, 751, 604 
Increase for emergency famine relief to friendly peoples____--_--- +79, 083, 097 

Increase for costs incurred in the sale of surplus agricultural com- 
Ct NS ie cereal +67, 477, 228 
Increase for costs incurred in the transfer of hay and pasture seeds ‘ 
+184, 675 
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Project statement 


1955 1956 (esti- Increase or 1957 (esti- 
mated) decrease mated) 


——_—————_- aeolian 
international Wheat Agreement | $57, 378, 551 | +$43, 751,604 | $101, 130, 155 


gmergency famine relief to friendly peoples. ...----|---- ----| 19,545,830 | +79, 083, 097 88, 628, 927 
sales of surplus agricultural commodities for _— 

currencies - - - lia pn sie il nian a tenes Pali Rdigaccwasveal "GG are mae 67, 477, 228 
transfer of hay and pasture seeds +184, 678 184, 678 





Total appropriation or estimate , 924, ¢ +190, 496, 607 257, 420, 988 


1 Includes wesinnin sichihinted balance of $8,676. 
INCREASES AND DECREASES 


1. International Wheat Agreement 


The increase Of $43,751,604 is composed of the following : 

(a) Program costs.—The increase in program costs results from an increased 
volume of exports, from 118,025,100 bushels in the fiscal year 1954 to 131,567,381 
bushels in the fiscal year 1955 and an increase in the spread between the domestic 
market price of wheat and the agreement price, from 48 cents per bushel in the 
fiscal year 1954 to 75 cents per bushel in the fiscal year 1955. 

(b) Interest costs.—Increased interest costs result from (a) the substantial 
increase in the fiscal year 1955 in the amount of funds required to finance Inter- 
national Wheat Agreement program activities ; and (b) an increase in the average 
interest rate, from 1 percent applicable against funds used to finance program 
operations for the fiscal year 1954, to 2 percent applicable against funds required 
for the fiscal year 1955. 

(c) Total costs.—Following is a summary comparing the program costs reflected 
in the budget estimates with the appropriation for 1956 and a table showing the 
details, by country, of the amounts included in the 1957 budget. 


1956 appro- 


priation Increase 1957 estimate 





$56, 144,551 | -+-$42, 529, 956 $98, 674, 507 
1, 234, 000 +1, 221, 648 2, 455, 648 


7, 378, 551 +43, 751, 604 | 101, 130, 155 
| 








1880 


ComMopITy STABILIZATION SERVICE 


Wheat and wheat flour (bushel equivalent) exported from the United States p 
to the terms of the International Wheat Agreement, fiscal year 1955 


| Source and quantity of exports (bushels) 


HUE L oie pe rs Avers 
|} Amount due! coe: 

| CCC price CCC CCC, 

| support Commercial Total bust 

| program 

| 


| | 
Austria ‘ aclenitts , 983, 121 1, 983, 121 $1, 301, 339 
Belgium... a 5, 249, 601 5, 249, 601 3, 815, 392 | 
Bolivia_- sae ao 743, 988 743, 988 578, 905 
Brazil Aa bs 5, 178, 856 5, 178, 856 | 3, 056, 280 
Costa Rica z sam 724, 979 724, 979 631, 335 
Cuba 5, 104, 518 5, 104, 518 | 4, 783, 658 
Dominican Republic ‘ i 532, 056 532, 056 501, 533 
Ecuador... : : | “ 288, 060 288, 060 | 188, 485 
Egypt 414, 874 i 414, 874 392, 022 
E! Salvador 481, 382 481, 382 438, 562 
Germany..-. 25, 465, 129 5, 465, 12¢ 17, 309, 970 
SPO00O 6 csi i > . 2, 045, 368 2, 045, 36 
Guatemala : 742, 570 742, 
Haiti ee , 473, 283 
Honduras 444, 939 
Iceland _. a 35, 344 
India 5, 351, 400 ! ; 
Indonesia___- 374, 131 31 | 358, 965 
Ireland J , ‘al 379, 381 é | 250, 369 
Israel ’ | 7, 284, 550 ‘ 55 5, 265, 113 
Japan ‘ , , 283 . oR: 3, 148, 734 
Korea , 773, 417 , 772, , 394, 852 
Lebanon __-- , 580, 110 , 518, 004 
Liberia_- — 2, O87 2, OF 39, 774 
Mexico 50, 000 . 400 
Netherlands._-_ 5, 052, 607 5, ; , 693, 139 
Nicaragua 238, 717 238, 7 3, 685 
Norway - 5, 402, 775 5, 77 4, 069, 742 
Panama — . 23, 459 5g 371, 458 
Peru a : 761, 893 553, 664 
Philippines... - J 4, 052, 965 ‘i 065 4, 077, 485 
Portugal mama 2, 128, 985 2, 128, 985 1, 561, 794 
Saudi Arabia_- : ; 48, 609 108 714, 093 
Spain__- = e 338, 690 338, 6f 199, 827 
Union of South Africa 2, 067, 629 2, 28 1, 414, 796 | 
Vatican City -- é , 472 559, 47: 389, 833 | 
Venezuela ; . 3, 900 3, ( 2, 797, 644 
Yugoslavia ; 3, 253 3, 25: 10, 276 
Unidentified collectio: : pbael —63, 746 


Importing country 


Total 2, 482, 503 3 7 31, , 3 1 98, 674, 507 


Interest cost 2_. . 2, 455, 648 


Grand total. ___. 2, 482, 503 29, vi 31, 567, 3 101, 130, 155 


Includes $192,431 administrative expenses. 
2 Interest computed through June 30, 1956. 


During the fiscal year 1956 it is estimated that 140 million bushels of wh« 
and wheat equivalent of flour will be exported under the agreement at a cost 
$87,183,225. The agreement expires July 31, 1956, therefore, operations and 
costs in the fiscal year 1957 are dependent upon the terms of any agreeme! 
which may be entered into to cover this program after that date. 

2. Emergency famine relief to friendly peoples 

Under the act of August 7, 1953 (67 Stat. 476) the Commodity Credit \ 
poration delivered 71,048 long tons of agricultural commodities at a cost to th 
Corporation of $9,537,154. In the fiscal year 1956 $9,545,830 was appropriated | 
cover this cost leaving an unobligated balance of $8,676. Under the act of Ju 
10, 1954, Public Law 480, title II (68 Stat. 454) the Corporation delivered 575,53!) 
long tons of agricultural commodities at a cost of $88,628,927, an increase of! 
504,491 long tons and $79,091,773 over the amount required in the fiscal yea! 
1956. 





1881 


The following schedule reflects fiscal year 1955 activity under this program 
mmodity : 
CCC commodities made 
available 
‘nit of measure ae eee 
s CCC invest- 
Quantity ment 


Bales , 842 $998, 755 

Pounds. , Of 4, 781, 578 

a 2, 143, 262 2, 042, 625 

Y a = 3 | 2, 010, 647 

i t.. = , 253, 365 2, 486, 007 

Bushels 9, 4 167, 001 

edible Hundredweight- 8, 306 1, 851, 551 

| Bushels- 3, 301, ! | 7, 986, 824 

Pounds 2, 203, 35 124, 717 

Hundredweight 305, 962 3, 801, 672 

Pounds... , 102, 94, 055 

E Bushels 5, 934, O7$ 50, 471, 741 

flour Pounds. - 90, 850 | 5, 372, 676 
ed oil, refined _. wna, , 097, SSt 33, 286 
rough June 30, 1956 2, 005, 792 


reimbursement, Commodity Credit Corpo- 


luring the fiscal year 1956 it is estimated that 547,591 long tons of agricultural 
commodities, at a cost of $108,216,495, will be provided by the Commodity Credit 
Corporation to meet famine and other emergency relief requirements of friendly 
peoples under title If of Public Law 480. It is estimated that 522,055 long tons 
of agricultural commodities wili be provided in the fiscal year 1957 at a cost ot 
$103,126, 465. 

Sales for foreign currencies 

rhe total costs incurred by the Corporation during the first year (fiscal year 
155) of operations conducted under authority of title I, Public Law 480, ineclud- 
ing interest through June 30, 1956, were $132,103,453. Of this amount, $111,231,- 
307 represents the Corporation’s investment in 894,357 long tons of commodities 
sold, and $17,933,325 were expended for ocean transportation costs and the cost 
of financing the sale of commodities exported from other than Commodity Credit 
Corporation-owned stocks. The dollar equivalent of various foreign currencies 
required to be deposited for agricultural commodities exported as of June 30, 
1955, was $64,626,225. This amount has been deducted in total from the Corpo- 
ration’s requested reimbursement because at the present time it is not known 
what proportion of foreign currencies received will finally be used by other Gov- 
erhment agencies for programs for which appropriated funds are available and 
for Which the Corporation would ultimately be reimbursed in dollars. None of 
the foreign currencies received was sold for dollars during the fiscal year 1955. 
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The following schedule reflects the details of costs under this program during 
the fiscal year 1955 and the composition of the requested reimbursement, 


CCC commodities made 

available Cost of Amount t, 

on | financing be reim. 
Commodity | exportation bared by 
| under title I | appropriati 
| investment 





Cotton, aptent bales__| 54, 691 $8, 212, 746 $1, 980, 678 , 198, 424 
Bhtter_..........- pounds 2,453,047 | 1, 789, 751 | - " DRO 75) 
Barley __-.-- yushels__| 5, 888, 850 9, 214, 223 2, 135, 636 , 349, Rin 
Grain sorghums. —_ hundred weight__| 422, 240 1, 528, 763 356, 543 RR, ne 
Oats__- Se bushels 3, 439, 571 3, 543, 767 1, 456, 681 | 5, 000, 445 
Wheat. do | 24, 915, 036 78, 459, 064 | 7, 324, 179 5, 783, 243 
Cottonseed oil, refined pounds..| 46, 166, 200 :, 482, 737, 343 9, 220, 33 
Tobacco - ncaa do ; 3, 942, 265 3, 42, Of: 


Costs through June 30, 1955-_. _- , j | 17,933, 325 129, 164, 632 
Interest through June 30, 1956 2, 938, 82 


y Total, CCC costs__.- Bo nee & ; | 132, 108, 45 
Deduct dollar equivalent of foreign currencies 
required to be deposited for commodities | 
exported as of June 30, 1955 2 | 








Reimbursement requested in fiscal year 
ES : is cniteds Riiinensanennee tebe Heaven lnoeson nook 67, 477, 2% 


During the fiscal year 1956 it is estimated that 3,108,846 long tons of surplus 
agricultural commodities will be sold under title I of Public Law 480 for fore ign 
currencies at a net cost to the Commodity Credit Corporation of $743,072,925, 
In the fiscal year 1957 it is estimated that 3,229,696 long tons of commodities will 
be sold at a net cost of $524,093,750. 


(4) Hay and pasture seeds 


Pursuant to Public Law 524, approved July 26, 1954, the Commodity Credit 
Corporation transferred during the fiscal year 1955 hay and pasture seeds from 
its stocks to the Forest Service, Department of Agriculture, and to the Fish and 
Wildlife Service and the Bureau of Land Management, Department of the In- 
terior. The Corporation’s investment in the seed transferred, including estimated 
interest costs through June 30, 1956, is estimated to be $184,678. The Corporation 
is requesting reimbursement for this amount pursuant to section 3 of the act 
of July 26, 1954. Fiscal year 1955 was the first year in which this program was 
operative. No further activity is contemplated under this program. 

Following is a summary of CCC expenses and receipts under these programs: 





1955 program | 1956 program | 1957 procran 
(estimated) | (estimated) | (estimated 


CCC expenses and receipts 


| 


INTERNATIONAL WHEAT AGREEMENT 
Fiscal year 1955: ma e 
Program expenses | $98, 674, 507 
Interest expenses ; 482, 158 


Total expenses, 1955 is : _.| 99,156, 665 | 





Fiscal year 1956: 
Program expenses : 7 ; ‘ 
Interest expenses..---- ; sas ; 1, 973, 490 842 350 | 


Total expenses, 1956 Ee ag ievacinl a 973, 490 | 85,077, 3650 | 
Fiscal year 1957: 
Program expenses. - - ‘ ; oi ‘ ‘ . béa 
Interest expenses ia “ake . ‘ "2, 105, 875 | 


Total expenses, 1957..............-.-.-------- a eda 3 2, 105, 875 | 


Total expenses recoverable by appropriations in 
iteceen . om ‘ 
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nt, 


Amount t, 

@ reim. 
bursed hy 
Ppropriat; 


$10, 198 44 
1, 7x9 me) 
1], 349, R59 
1, RR5, 30 
5, 000 44s 
85, 783, 243 
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EMERGENCY FAMINE RELIEF TO FRIENDLY PEOPLES 


jscal year 1955: 
Program expenses 
Interest expenses. -. 


Total expenses, 1955-- 


| 1955 program 
| (estimated) 


1956 program | 1957 program 


(estimated) 


| 
| 


$86, 623,135 | 


273, 329 


86, 896, 464 | 


(estimated) 


» seeds of $184,678 ; 


Fiscal year 1956: 
Program expenses. - 
Interest expenses 


| $104, 557, 000 | | 
1,045, 570 |... 


105, 602, 570 | 


—S—S SS 


Total expenses, 1956 
Fiscal year 1957: | | 
Program expenses | 
Interest expenses 


. aa $99, 399, 000 
2, 613, 925 1, 242, 488 
Total expenses, 1957 


2,613,925 | 100, 641, 488 


scal year 1958: Interest expenses - - -- - ei2 seb d bbe ib wocbcceuel | 2, 484, 975 


otal expenses recoverable by 


eens in 1957, | j 
1958, and 1959 so 


8, 216,495 | 103, 126, 463 
SALES OF SURPLUS AGRICULTURAL COMMODITIES FOR 
FOREIGN CURRENCIES 


cal year 1955: 
Program expenses 
Interest expenses 


129, 164, 632 
355, 528 

otal expenses, 1955 129, 520, 160 

cal year 1956: 

Program expenses ........--....-.-. 

Interest expenses 

Sales of foreign currencies s for dollars 


, 896, 547 | 
. 228, 965 | 
, 000, 000 


“2 583, 293 | 


Net expenses, 1956... -.- 2, 583, 293 | , 125, 512 


Subtotal, fiscal years 1955 and 1956- -| , 103, 453 25, 125, ‘512 
duct: Dolle ur equivalent of foreign currencies re quired to be | 
jeposited for commodities exported as of June 30, 1955 eal 4, 626, 225 


77, 228 


Appropriation, 1957-- 
scal year 1957: 
Program expenses........-..--..- 
Interest expenses 
Sales of foreign curre neies for dollars 


| J oe 530, 000, 000 
, 615, 000 7, 947, 413 6, 468, 750 
— 25, 000, 000 


Net expenses, 1957 , 615, 000 7, 947, 413 511, 468, 750 


| year 1958: Interest expenses 12, 625, 000 


Net expenses recoverable by appropriations in sub- 


sequent years . 615, 000 743, 072, 925 524, 093. 7 


TRANSFER OF HAY AND PASTURE SEEDS 


il vear 1955: 
Program expenses 


Interest expenses 1, 289 


otal expenses, 1955. 149, 659 


ANALYSIS OF ESTIMATE 


Mr. Marsuauu. This is an estimate for 1957 covering the Interna- 
tional Wheat Agreement of $101,130,155; famine relief to friendly 
peoples, $88,628, 927 ; Public Law 480, $67,477,228 ; and hay and pasture 
a total of $257,420,988. 

Will you discuss these items ? 

Mr. Bracn. Yes, sir. The justification gives the summary of the 
provisions of law under which those actions are carried out. Each of 
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these is an operation performed with the funds and facilities of t\, 
Commodity Credit Corporation in accordance with a specific pto. 
vision of law authorizing the appropriation to the Corporation of the 
amounts required to reimbur se it for its costs. This year, for the fipy 
time, all of these items have been grouped together in one single esti. 
mate, rather than being separate items in the Appropri iation Act, as jy 
the past. 

The International Wheat Agreement, of course, involves the restors. 
tion of the cost of the actual subsidy payments made on wheat exporte( 
plus the operating expense and the interest cost involved in the use of 
the funds. 

In the case of the emergency famine relief to friendly peoples, whic) 
is provided for under both the act of August 7, 1953, and under title» 
of Public Law 480, there is shown in the justifications on page 451 
schedule of the activity by commodity with respect to the commodities 
made available by the Commodity Credit Corporation, and the Com 
modity Credit Corporation investment that is requested to be rein. 
bursed in the amount of $88,628,927 

In the case of sales of surplus Agr icultural commodities for foreign 
currencies, which is an operation under title 1 of Public Law 480, there 
is a schedule shown on page 482 of the justifications which details by 
commodities the quantities and the investment value of the commoi. 
ities made available by the Corporation; the cost of financing the ex. 
ports; and the amount to be reimbursed. It also shows the dolla 
equivalent of foreign currencies that were deposited in the Treasury, 
That amount is deducted from the total Commodity Credit Corpora- 
tion costs to arrive at the amount of $67,477,228. 

The transfer of hay and pasture seeds was made under the act of 


July 26, 1954 which provided for the transfer to the Fish and Wild- 
life Service, the Forest Service, and the Bureau of Land Management 
of certain seeds that could be used on public lands with the provision 
that the Corporation be reimbursed for its investment. On page 484 
of the justifications, there is a detail of the actual expenses under that 
program. 


INTERNATIONAL WILEAT AGREEMENT 


Mr. Marsuatt. In connection with the International Wheat Agree- 
ment, why has the average cost per bushel under the Commodity 
Credit Corporation gone from 49 cents in 1954 to 79 cents for 1955! 

Mr. Bracu. It represents the actual cost of the subsidy. 

Mr. McLarn. It is the difference between the world price and our 
domestic price. It isa direct reflection of that. 

Mr. Marsuati. What is the reason for the increase in interest costs 

Mr. McLarn. You will have to answer that, Mr. Beach. 

Mr. Beacu. The interest cost is a reflection of two things. One is 
the amount of unreimbursed amounts due the Corporation on which 
interest is charged, and the other is the rates of interest charged the 
Corporation by the Treasury Department. We borrow directly from 
the Treasury and our rates of interest are set by the Treasury in line 
with the cost rates on money of all marketable securities over a recent 
period. It fluctuates monthly. 

Mr. Vursect. About what is that rate? 

Mr. Breacn. The rate now is about 234 percent. It has been as low 
as land as high as 25% in the past 2 or 3 years, 
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Mr. Marsuatu. How much wheat are we presently moving under 
‘he International Wheat Agreement ? 

Mr. McLarn. Our total exports, we hope, will run around 300 mil- 
ion bushels this year. The percentage under the International Wheat 
Agreement is about how much? We can get the figures, precisely. 

Mr. Beacu. I have it here. 

Cumulative sales under the International Wheat Agreement for the 
(955-06 year, which opened on June 27 through April 26, 1956, 
mounted to 109,922,000 bushels. 

Mr. Horan. Is that an increase ? 

Mr. Beacu. No; that is the total sales. 

Mr. Horan. I mean, is it an increase over the previous period ? 

Mr. Bracu. I do not have the quantity for the same period last 
year. 

" Mr. Marsiary. We can have that placed in the record. 

Mr. Horan. May we have it in the record ? 

Mr. Beacn. Yes. 

Mr. Horan. Because our sales in the previous year, according to the 
appropriation, at least, were only about half of what they were. 

Mr. Beacu. We would be glad to place a comparable figure in the 
record. 

Mr. MarsHa.i. Without objection, that will be placed in the record. 

(The information is as follows :) 


Cumulative sales under the International Wheat Agreement through this 
period (June 21, 1954-April 26, 1955) a year ago were 127,601,000 bushels. 


Mr. Ricuarps. I think the proportion of our total exports repre- 
sented by those under the agreement has been going down. 


Mr. Marswati. What is the attitude of the import countries at 
this time ? 

Mr. McLatn. As you know, Mr. Marshall, they just concluded 2 
sessions at Geneva; 1 finalized in London within the last month. 

The importing countries still would like very much to have an 
agreement. Most of the export countries would. 

Included this time are Argentina and Sweden, which have not been 
in before. 

The quantities are down somewhat because of the tendency in other 
countries to produce a little bit more, and also because they know there 
are ample supplies of wheat in the world and they do not have much 
tobe concerned about in the next 3 years, about being able to get enough. 

There is a very firm interest internationally for an agreement. The 
determination by this Government, of course, will be made when it is 
taken to the appropriate Senate committee, as to whether they are in- 
terested in going along another 3 years. It will be open for signature 
here in Washington during this month. 

Mr. Marswauu. Have the British changed their attitude? 

Mr. McLatn. No; they have not. 


PAMINE RELIEF 


Mr. MarsHauyi. What countries have received commodities under 
Famine Relief to Friendly Peoples, and how much? Could you place 
that in the record ¢ 

Mr. Beacu. Yes; we would be glad to do so. 


72013—56—pt. 4——31 
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(The information is as follows :) Aut 


Commopity Crepit CorPoRATION, Report oF TitLe II Operations 
(Pusitic Law 480) 


Authorizations for famine and other emergency relief assistance to foreign county 
cumulative through Mar. 7, 1956 


les 


{In thousands] Cott 
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juthorizations for famine and other emergency relief assistance to foreign 
: countries cumulative through Mar. 7, 1956—Continued 


{In thousands} 


Commodity by country Unit Quantity Sanat 
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SALES OF SURPLUS AGRICULTURAL COMMODITIES FOR FOREIGN CURRENCY 
PUBLIC LAW 480 


Mr, Marswauu. In connection with Public Law 480, how has the 
reimbursement been computed and to what extent are funds deposited 
into the Treasury from the purchase of foreign currencies generated 
by Public Law 480 sales credited back to the Commodity Credit 
Corporation ? 

Mr. Bracn. As of June 30, 1955, when this reimbursement was 
computed there had been no allocation of foreign currencies by the 
Bureau of the Budget of the foreign currencies received by the Treas- 
ury, but there had been deposited in the Treasury $64,626,225 worth 
of foreign currencies. That was deducted from the total Commodity 
Credit Corporation costs of title 1 under Public Law 480 of $132,103,- 
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453, to arrive at the reimbursement request of $67,477,228. In othe 
words, our request for reimbursement allowed for the total amount of 
foreign currencies that have been thus far deposited with the Treasury, 
We will not ask for reimbursement until it has been determined 
whether or not those currencies will be used. 

Mr. MarsHa.. We do have some questions concerning the disposals 
of commodities under the sales program. 


RESALE OF COMMODITIES UNDER DISPOSAL PROGRAM 


In disposing of commodities when they are sold under some of thes 
various programs, what tendency is there for exporters to resell thos 
commodities ? 

Mr. Dantets. Well, our commodities are all sold through exporters 
to importers on the other side, wherever they might be. In other 
words, our commodities all move through private trade channels. 

Mr. Marsua. If you were to sell a commodity, we will say, to 
country A, what is there to prevent country A from selling thos 
commodities to country B? 

Mr. Dantets. Generally speaking the only restrictions we have in 
our sales announcements are that the commodities will not be sold to 
unfriendly countries. 


RESALE TO UNFRIENDLY COUNTRIES 


Mr. Marsuaryi. Are you aware of any instances where the com- 
modities have been resold to unfriendly countries? 

Mr. Danrezs. No, sir. 

Mr. Marsuatu. There have been some reports that some of our oil 
crops have found their way into some of the Iron Curtain countries. 
Are you aware of any such instances ¢ 

Mr. Dantes. I have heard of reports. I have no knowledge of 
them. 

Mr. Marsuaryi. Have you or has anyone else in the Department 
looked into that matter ? 

Mr. Dantets. Have we done what, sir? 

Mr. Marswatu. Have you investigated it? 

Mr. Dantes. Our office, of course, is alert to all of those reports. 
When they come through we check through the proper channels to 
see whether or not there is any substance to the report. 


DISPOSAL OF OIL CROPS 


Mr. MarsnHatt. In connection with the oil crops that you dispose 
of, how much below the American price do you have to sell those in 
the foreign market in order to dispose of them, and how much was 
that below the world price? 

Mr. Dantets. Since the general sales manager’s office came into 
being on the 1st of July our supplies of oils have been rather limited. 
The oils were sold generally before the office of the general sale: 
manager came in. Since that time our stocks have been rather limited 
and we have been able to get some rather firm prices. 

Mr. Marsuatu. Could you place in the record that information, 
as to what happened pee to the time the sales organization took over, 
in connection with oil crops? 
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(The information requested is as follows :) 


During the 6 months prior to July 1, 1955, the following quantities of oils were 
sold for export on a competitive bid basis at world market prices which compare 
with estimated domestic market prices as indicated: 


Quantity sold for export 
| on competitive-bid basis 
(world market price) domestic 
a ne | market 

Price per price per 
| pound pound 


EO a 


Estimated 
average 


Pounds 


Cents | Cents 


Linseed oil---. ceuedsepege aca | 63, 560, 142 | 10. 02 1 12. 60 
‘ottonseed oil, crude eeeee i cgvthedahtetith chek 24, 820, 000 11. 27 2 13. 50 
Cottonseed oil, refined - .--.- | 187, 054, 600 | 13. 00 | 315. 75 


_ 


Tanks, Minnesota, 
2 Tanks, Southeast. 
iTanks, New York. 

Mr. Huenes. Mr. Chairman ? 

Mr. Marswatu. Yes, Mr. Hughes. 

Mr. Hueues. Mr. Daniels has some charts here that show the prices 
at which major commodities have been sold in relation to the world 
price, Which might be of interest to the committee. He has them 
with him now. 

Mr. Marsuauu. It might be well to place the charts in the record 
at this point. 

Mr. Daniets. I have charts on grain sorghums, wool, cotton; barley, 
rye, oats and light weight test wheat showing what we have done and 
how we have maintained prices. 

Mr. Marsuatu. Would you prepare these charts so that they could 
be placed in the record ? 

Mr. Daniets. Gladly. 

(The charts ned & appear on pp. 1892 to 1898.) 


MERCHANDIZING OF COMMODITIES ON A COMPETITIVE BID BASIS 


Mr. Vurset.. I believe it would be better for you to ask the ques- 
tion, but I thought maybe he could give us a report on the progress 
that he is making in selling and reducing these commodities, as he did 
when he was here before, if it did not take too much time. 

Have you a report you could read to us, which would give us instant 
concern or encouragement ? 

Mr. Dantets. Yes. If I may show you the charts, I will show you 
the trend we are working toward in our sales. 

Mr. Vurseii. I do not want to get into a long dissertation, but I 
thought if we could get some spot information, Mr. Chairman, maybe 
it might help. 

Mr. McLarn. You would not want to stop a good salesman if he 
got started, Mr. Congressman, would you? 

Mr. Vursewu. If he is a good salesman, he would be hard to stop 
anyhow. 

Mr. Dantets. This [indicating] is an illustration of what we have 
been doing, are doing, and are working toward in our merchandising 
of commodities on a competitive-bid basis. 
_ This [indicating] is the chart on grain sorghums. This started back 
in January. This line [indicating] here is the weekly accumulation 
as we have fed these commodities into the market. These [indicating] 
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are the prices. This [indicating] isthe average monthly market price, 
domestic ; and this [indicating | is the world price. 

Starting back in January the price for grain sorghums was some. 
where up around the $2.70 level, but in our merchandising we were not 
following any particularly close correlation between domestic Prices 
and world prices, and we were operating here on a combination of q 
negotiated sale and a bid basis. The domestic price went this 
way [indicating], and the world price went this way [indi.- 

cating |; until we found a market at around the $1.80 level. Then 
they decided to stay on the $1.80 level, because it was easier to operate, 

But things happen i in markets. Things happen in this market. We 

came along here, in June and July, and. we had to move corn, because 
of making room for corn in Illinois. We had to move some barley, 
We had to move some oats. So we moved the price of corn and barley 
and oats down so that they would find a market, and that automatically 
priced grain sorghums out of the market, so we tapered off our volume 
here [indie ating]. We did not move it until we got to the point where 
we were not moving any grain sorghums. 

That meant that when the General Sales Manager’s office came into 
being here [indicating], we found this condition [indicating | 

We went completely on a competitive bid basis at this point [indicat- 
ing]. Wecame down and found our market. 

Then, by using a combination of price and volume, we controlled 
what we put into the market and we began to increase the volume. 
Helping us in this was the fact that we pulled out of the corn market, 
because corn was so low in October. 

By feeding our volume into the market and controlling volume and 
price we were able to strengthen this price and bring our price up 
closer. This [indicating] is our export price. We were able to bri ing 
our export price up closer, and bring our export and domestic prices 
together. 

At the same time, when we started on July 1 we had about 50 mil- 
lion hundredweight of grain sorghums, and we fed them into the 
market. This chart [indicating] just shows what we did on a con- 
petitive bid basis. There were other sales. When we came into the 
takeover period on April 1, on grain sorghums, we had less than 1 
million hundredweight. In other words, we had strengthened the 
market. We had liquidated our inventories without demoralizing 
world prices. 

The question of wool has been discussed. 

This [indicating] is the cotton chart. We were given on the Ist of 
the year a million bales of cotton to move. This [indicating] was 
the price of American cotton in the Liverpool market. The price 
was high, but we were not selling any cotton. 

Mr. MarsHatt. In order that we may get this into the record, would 
you state the price at the peak of your chart? 

Mr. Danters. Yes. This price was about 2834 cents. 

We came on the market with our million bales of cotton 

Mr. McLain. Excuse me; I think it was higher than that. 

Mr. Dantets. 2834. 

Mr. McLarn. It is about 30. 

Mr. Horan. It would appear to be about 31 and something. 
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Mr. Daniets. That is right. We will get that price corrected. 

Mr. McLain. You can give the exact figure. 

( The price referred to was 30.63 cents.) 

Mr. Dantevs. We fed the cotton into the market in an orderly 
fashion. This price [indicating] came down. We did not demoralize 
the price. We found the price that would move the cotton. We were 
able to stabilize this price. The 2 prices came together and in 2 months 
we moved the 1 million bales of cotton without dropping prices or 
demoralizing world markets. 

Mr. Horan. Could those charts be prepared so that they could be 
placed in the record ? 

Mr. Dantets. Yes. We will do that. 

Mr. Horan. Mr. Chairman, do you not think that should be done? 

Mr. Marsuaty. Without objection we will place those charts in the 
record. We would expect, in placing those eet in the record, Mr. 
Daniels, that you might desire to put in a footnote to further explain 
each of those charts. 

Mr. Dantets. I would be glad to. 

Mr. Marsnauy. As you understand, we are not able to duplicate 
these charts in color. 

Mr. Danters. I know. 

Mr. Marsuaut. Please fix the charts up so that they can be dupli- 
ated and shaded to show the differences. 

Mr. Dantets. Yes, we will do that. 

The charts are as follows:) 





GQi0S ALILNYND IWLOL HO4 S39INd GIG BAILILAGWOD 999 


640d 2S SS BOM MOUTA ZS ee S189 are UOESSAISD 40 MONNSA S ge S1SSR 7 


9S6I ' ss6éi 


6ny Aine ounr 4Ow udy uO ‘qe ‘uot | 200 ‘AON ‘PO ydeg Ss Ony Aine eunr ‘ow 


(921430 $0410) 999 Aq plos AjyuonD saiyojnwag 











uobag buisud piq aarjijedwon 


ese eereerss, 


CRP MCL MS) MeL mt L 


a 


Ayipuong 


( 4400x940) $8}0S) JNFSINd OL SG6IZ'NVE ‘10S ALILNVND ONY BY 77772370%) 
S39IUd GIG JAILILIdWOD 999°S39IYd LIWYVW JOVYSAV ATHLNOW Le 





RIRSAIMUISs PALNUN asrSyRiOm x4 aud pab-oyt oa gout oj 4.) Bun opin 4 PUB UY 7S —-yOME SH / GY OUIIRDIW /T 


‘@34 AVE 


= SS . i¢ rz 01 


PU ATM Me ot ke ee) 


a a 
Rpuomnog, wt } 


PR VAM Ree CIRCE me CMe Le 


'S391Nd TOOdY3AIN AIN33M ONY 
9S6i 82 ‘G34 NUH CNVE ‘SISVG GIG SAILILSdWOD V NO 
DIOS ALIUNINO AVLOL ¥O4 SAdIud Cid AAILiLAdINOD 999 


Sr Se eed 





21S 4S BOD MOUTA ZS ae S189 are VOSSSAISD 40 MONSA Z a 51998 7 


9S6I ssé6éi 


ony Ss Ainge une KONO qeg uor | 20g ‘AON 190 "dec taw Jone eunc {om «uadw _— mas eit 


Oe ee ee 2 eT. 


PUNO 109 SE IF £0 SOG WIN KI05N4O4S SYs 40 PISS S48 SE1LISUOND 21q001;00u @ AON OF 4014 “ES 
sepos9 liv 7S @POsD YIUes4 POD PUG B1DO4FS POOIG B/E 410414124 PEPOID 403 /| 


“YVIN ‘@34 NVf (‘930 AON 





Yd 1LsAnHoVWN 





999 *39! 





*.9.% ¢ 0 4 6 0 @ 


6 
o 
6 


o 


SUT ie ae) CRS Ty 





Au 
PTC a Ie) 


ahs) 
PPC Lule) PPE Cree) | 


Sey) Li) 


2 


TWLOL ONY. S39IUd LIXYVW SWV ONV GIG JAILILIdWOD 999 J00M 


221440 SyodDeUUIW 5 eZ 


Aine 


000°» 


jee Rie 


000°8 


0002! 
000’9! 


000'02 fe 


ae ee —a ‘ t 
I 1 
wv 1 | } 





| 
+ 
| | 


PSPC Pc ee cL ACT Ly: ms Be 


‘LN3SS3ud OL SS6I ‘I AINF — LYOdX3 HOS G10S 
ALILNYND GNV S390I8d GIG SAILILSdWOD G3id399V 
999 °30lud LBNYVW S9ILSSWOG0 39VyuSAV AIHLNOW 





FRETS 40 SOE UUM AJO4NSO4S B44 4D PISS 248M SEILILUOND 21G00);08u @ AON 04 40140 “€ 
sepos9 liv 7S @PO4D Y2UG14 POOD PUG S19O4FS POOIG B/E 41041424 PEPOID 104 7] 


‘YVAN ‘@34 NVf ‘930 AON 
el a4 | ind ©. ae ¢ 7 =~ . me ° 





Punod 49d pel 40 aoud wnwiuiw Aopnyoys ayy 40 PjOs 22am Sai4i;UOND 2)q061;5au g AON 0} 40d 
aposd liv 7S @PO1D YOUaIy POON Pu_ ajdoj4s poojg B/E AsojWa, PEPO’D 404 /| 


‘YUVA ‘a3 ‘NVWf = ‘930 AON 
9 Pi d 


OOO] 


eee 6 80 ee 


o 
a 
. 
© 
© 
oO 
. 
© 
© 
* 
5 








Tue 


oa wu 


aks) - 
PT Le PP ee) 


Pu ae) 


Wh 7 | 
WLOL ONV.S39IUd LAXYVW SWV ONV GIG 3AILIL3dWOD 999 





031550 syodoeUUIW 7s #7 


Aine 


000» 


000'Z! 


000'91 


00002 


| 


| 


amapiihiiiiamialbcincdies anche Soe eee 
! | es aeccenaean | ————— 


$e 


1 | 
| | 


PROPER CUCL mT ToL mel Bi) t | | 


‘LN3S3Yd OL SS6I ‘| AINF — LYOdX3 YOI G10S | 
ALILNYNO GNV S30I¥d GIG JSAILILSdNOD G31d399V Were LA 
999 °30IYd LSWYVW SILSSWO0 39VYE3AV ATHLNOW a 











1896 


vId Saviaead bLanaeCe wiavaeesS SS CV Ee eeE™ 


991440 SHOdoeUUIW 5 247 


9S6I Ssé6i 


29g ‘AON po ydes Bny 


idy JOW : ‘qe4 uor 


MOO LeP On sero C lie) Pri Le) : 











09 
BL an os 
eit ! 
SO Le 
| a 7 | 
02! 















jaysng sad 
TT Te 
CPP 





LN3S3Y¥d OL SS6I ‘2 LSNONV — LYOdX3 YOs AIOS 
ALILNVNO ONY S$30I¥d GIG BJAILILSdNOD G31d399V 
999 ‘S30Idd LAXYYVW DJILSSWOO 3OVYSAV AIHLNOW 








000°2 
000'r 
000°9 
000°8 
000’0! 


000°2! 


Aguuong 
aAijO;nwn? 





2215450 sOdooUUIW 75 40108 49 € 7 


‘ny Aine eunr 


! 


; 


L. 


RARE aa cca nena nnn nie apap pa bopebebe bob ateheheneasnr nent tbe bet ebe ain att armament apa ata 


[ 


999 Te! ry TS eattny. aAlyOjNwn’) 


AAA Renee chek At thot henpar nen rmrnyagegne ne nwe natin 


pve qempennemmmeneedisaes 











' I | , ee Oe EE NE ROS NE SRE AT SRN eT SONNE SY 
ere 
ae 





PMP RCL Ly PL ee CLO M ey | ms Bel 


‘LN3S34d OL SS6I ‘OS INN — LYOdX3 YOs G10S 
ALILNYVNOD GNV S30Ikd GIG BJAILILSdWOD G31d399V 
999 ‘S30IYd LANYVW SILSSWOG 39VYESAV ATHLNOW 


©2149 SHOdoeUUIH 7s nq 400 sa) 6 


9S6l SSs6l 
£2 02 €l 6I 6 92 
JOW JOW 4JOW ides ides Aine 








jiUONH 
aAlpOjnwny 


GS61'92 AINE SONIS SISVE GIG SAILILIdWOD NO LYOdX3 404 LVFHM 
10S ALILNVNOD WLOL ONV S391Yd Gig IAILILId OOM 159) /HO/IM LH9/7 





'yvVvvV 


1453 to 5490 Ibs per bu 


2/ minneapolis office 


1899 


Mr. Daniets. We had a problem when 150 million pounds of wool 
were turned over to the sales department to sell. We had quite a 
division of opinion in the trade as to the best way to move wool into 
the market. There was a strong indication that the best way to do 
it would have been on an auction basis. 

We felt very firmly that we could merchandise wool the same as 
we could merchandise the other commodities. We went more on a 
competitive bid basis. The wool market was demoralized and there 
was considerable anxiety as to what would happen when we moved in 
with our sales of wool. 

We limited out sales to 614 million pounds per month and purposely 
held to the high side of the market. This price curve [indicating ] 
illustrates the price of three-eighths Blood staple wool. This |{in- 
dicating]| illustrates the sales we made of all the wools. You could 
not give the price of each one, because there are forty-some different 
grades of wool. 

By staying to the high side of the market we fed that type of 
wool into the market in an orderly fashion. We fed our overall supply 
of wool into the market in an orderly fashion. And we were able 
to get higher prices on an average than the going market. We were 
able to strengthen the wool market ; not only our domestic wool market 
but the general wool market; the Australian wool market. 

Another important thing we were able to do was to insure and to 
get for the woolgrowers, who still had some 1955 clip unsold—we 
were able to strengthen the market and enable them to get higher 
prices for their wool. 

We are pursuing this type of policy so that we will not demoralize 
the market for the 1956 clip wool. That we feel is an important part 
of our sales program ; to have our sales program work closely together 
with the price-support program. 

Mr. Vursetit. How much was sold? How many pounds were sold 
in this quantity ? 

Mr. Danrets. There were 614 million pounds a month sold, an 
accumulation of something over 2514 million pounds over this period. 

Now we are slowing up a little on our sales during the slack period, 
on the sale of wool, so that we will not demoralize the market. 

Mr. Vurse.u. I want to commend you on the approach of holding 
to the high side of the market, and particularly for protecting the 
market all the time you are feeding into it. I think it shows mighty 
good judgment and very fine results. 

Mr. Dantets. We are doing that, and that is part of our overall 
sales program, because we are very firmly convinced that it is not 
necessary to demoralize markets in feeding these agricultural com- 
modities back into the market. That has been a fear on the part of 
the trade. But by using good merchandising judgment and good 
merchandising principles you can stabilize markets and improve mar- 
kets and liquidate the agricultural commodities at the same time. 

On wheat, with our light-test weight wheat, this [indicating] is 
the only wheat we are offering on a bid basis. We offered it periodi- 
cally July 1955; September 9, September 19, March 13, March 20, and 
March 23, 1956. As that wheat shows up, we were able to feed that 
wheat into the market in an orderly fashion and stabilize prices at 
the same time. 
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Mr. VurseLt. How much wheat ? 

Mr. Dantes. The sum total here is a little over 414 million bushels. 

I might say that as we grow and as we progress we are going to 
develop charts on each commodity so that we can study what we are 
doing and have a visual picture so we can improve our techniques as 
we go along. 

Mr. Vursetu. May I ask one question, Mr. Chairman ? 

Mr. MarsHa.u. Surely. 

Mr. VurseLt. Do you feel from your continued experience, after 
having made your report to us last year, that you are having as good 
success, or better, as you anticipated in the beginning? In other 
words, are you encouraged with the progress you are making in help- 
ing to move these surplus products into the market ¢ 

Mr. Dantes. Oh, yes. Since I appeared before the committee on 
March 8 we have added two more commodities to the list we are offer- 
ing on a competitive bid basis. One is rough rice and the other is 
tobacco. 

We are also liquidating more of our commodities all the time. Of 
course, we realize that there are more coming in. 

Mr. Vurseti. Surely. 

Mr. Dantets. For example, on grain sorghums by moving the Gov- 
ernment inventory during the feeding season it enabled us to take over 
less grain sorghums than we would have taken over otherwise. 

We moved our linseed oil aggressively, with the net result, we feel, 
that we will take over practically no flax this year. It will find its 
way into the market. We strengthen the market by liquidating these 
commodities. 

Mr. Vurseiu. In other words, if you strengthen the market then 
the free-enterprise system works and you do not come to the Govern- 
ment and the Government is not troubled with so much surplus? 

Mr. Dantes. That is exactly true. 

Mr. VurseLu. It appears to me you are doing a commendable job. 
That is all, Mr. Chairman. 

Mr. Dantes. Thank you. 

Mr. Hueues. Thank you, Mr, Chairman. 

Mr. Marsnauy. We want to thank you all for coming up and appear- 
ing before the committee, and the information you have given us. 

Mr. McLain. It has been a fine opportunity, Mr. Chairman. 

We appreciate your courtesy, Mr. Marshall and gentlemen, and 
your patience. 

Mr. Hvueues. We appreciate the opportunity of coming before the 
committee. 
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SOIL CONSERVATION SERVICE 


WITNESSES 


ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 

D. A. WILLIAMS, ADMINISTRATOR, SOIL CONSERVATION SERVICE 

G. E. YOUNG, DEPUTY ADMINISTRATOR, SOIL CONSERVATION 
SERVICE 

G. E. KELLOGG, ASSISTANT ADMINISTRATOR, SOIL SURVEYS, SOIL 
CONSERVATION SERVICE 

W. R. VAN DERSAL, ASSISTANT ADMINISTRATOR, MANAGEMENT, 
SOIL CONSERVATION SERVICE 

C. B. BROWN, DIRECTOR, PLANNING DIVISION, SOIL CONSERVATION 
SERVICE 

C. H. DORNY, DIRECTOR, BUDGET AND FINANCE DIVISION, SOIL 
CONSERVATION SERVICE 

L. E. LYMAN, CHIEF, BUDGET BRANCH, SOIL CONSERVATION 
SERVICE 

W. T. MURPHY, CHIEF, DIVISION OF FLOOD PREVENTION AND RIVER 
BASIN PROGRAMS, FOREST SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


CoNSERVATION OPERATIONS ProGrams ACTIVITIES 


Program and financing 


| 1955 actual 1956 estimate 1957 estimate 


| 
Program by activities: 
1, Assistance to soil conservation districts and other coop- 
erators - ------ Saas neti s ie ; $58, 204,132 | $63, 042, 745 $65, 215, 000 
2. Emergency channel restoration in flood-stricken areas_- TTA occas |-- : 
Total obligations _| 58,226,872 | 63,042,745] 65,215, 000 
Financing: 
Comparative transfers to other accounts . - -- a 1, 404, 369 
Unobligated balance brought forward-_-.--- 9k —1, 220, 903 |_.....- 
Unobligated balance no longer available. - - - 1, 325, 423 | 
Appropriation (adjusted) | 59, 735,671 | 59, 300, 000 | 65, 215, 000 
Proposed supplemental due to pay increases - - -- Sas | 3, 750, 000 |... _--- . 
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Object classification 


Total number of permanent positions-----..........--.------- 
Full-time equivalent of all other positions_--------- e 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
I on oo eawaerbaniaunadhvemwece 
Positions other than permanent- 
Regular pay above 52-week base- --- 
Payment above basic rates_-- 
Other payments for personal services_.-.-.--------- 


Total personal services 
Travel. 


‘Transportation of things.............--------------------- 


Communication services-- dist eacdhacaeaantenca ante ieare 
Rents and utility services-....------- 
Printing and reproduction __- 
Other contractual services 

Services performed “7 other nee. Sage wabibRipeeatkes 
Supplies and materials-- 
Equipment... _ - oteare Sian Se ae ok 
Lands and structures..._......------------------------ Rae 
Refunds, awards, and indemnities 


09 
10 


Awards for employee suggestions_............-- ie 


15 Taxes and assessments------- 


Subtotal 
Deduct charges for quarters and subsistence 


Total obligations 


Obligations by objects 


1955 actual 


| 12, 320 
639 


$46, 359, 560 
1, 805, 815 
193, 300 

175, 523 

7, 403 


48, 541, 601 


1, 789, 373 
354, 711 
705, 265 

1, 250, 285 
286, 402 
537, 862 

17, 672 

2, 880, 256 

1, 775, 682 

4, 700 
9, 191 
2, 885 


| 
1956 estimate 


12, 582 
584 


$50, 607, 900 
1, 859, 000 
218, 500 
182, 550 

11, 050 


52, 879, 000 


76, 018 


58, 231, 903 


1957 estimate 


13, 073 

517 
11, 047 
13, 174 


$4, 847 
GS-6.5 


$52, 071, 700 
| 655, 100 
192, 200 

11, 000 


53, 930, 000 


2, 075, 000 
434, 000 
781, 000 

1, 404, 000 
490, 000 
683, 000 

23, 000 

3, 117, 000 

2, 210, 000 


16, 000 
56, 000 


65, 220, 000 


5, 000 


65, 215, 000 








BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 
Transferred from “Agricultural adjustment programs, Com- 
modity Stabilization Service’’ (69 Stat. 240)_..............-- 


Adjusted appropriation 
Proposed supplemental due to pay increases 
Balance brought forward: 
Unobligated 
Obligated 


Total budget authorizations available 
EXPENDITURES AND BALANCES 


Expenditures— 
Gut of cusvent authorizations ....................<.<<.+s.-- 
Out of anticipated supplemental appropriation 
eee ae 


a ccd ccawcnebenbbacaansawanekcuns 
Balance no longer available: 
Unobligated (expiring for obligation) 
Other. 
Obligated balance carried forward 


Total expenditures and balances 


$59, 085, 671 | 
650, 000 | 


59, 735, 671 


6, 165, 774 


_%, ane 438 


54, 383, 252 
5, 880, 011 
60, 263, 263 
1, 325, 423 
143, 174 

5, 390, 578 
67, 122, 438 








1955 actual | 1956 estimate | 1957 estimat 


$59, 300, 000 


59, 300, 000 


6, 415, 578 
68, 440, 578 


$65, 215, 00 


65, 215, 000 


59, 000, 000 
50, 00f 
4, 763, 000 


63, 813, 000 


71, 630, 578 





imate 


13, 07, 

517 
11, 047 
13, 174 


4, 847 
1S-~6.5 


'1, 700 
5, 100 


2, 200 
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Mr. MarsHautr. The committee will be in order. 
JUSTIFICATION OF THE ESTIMATES 


We have before us today the Soil Conservation Service. We will 


insert at this point in the record pages 235 to 240, and 244 through 
264 of the justifications, excluding the charts. 
(The pages referred to are as follows :) 


Sor CONSERVATION SERVICE 


PURPOSE STATEMENT 


The Soil Conservation Service was established by the act of April 27, 1935 
(16 U. 8S. C. 590a-590f). It assists soil conservation districts and other coop- 
erators in bringing about physical adjustments in land use that will conserve 
soil and water resources, provide economic production on a sustained basis, and 
reduce damages by floods and sedimentation. The Service also develops and 
earries out special drainage, irrigation, flood prevention, and watershed pro- 
tection activities in cooperation with soil conservation districts, watershed 
groups, and other Federal and State agencies having related responsibilities. 
Conservation operations program activities 

The Service provides technical and other assistance to farmers, ranchers and 
others through soil conservation districts and other cooperators in the 48 States, 
Alaska, Hawaii, Puerto Rico, and the Virgin Islands, to carry out locally 
adapted soil and water conservation porgrams. (As of June 30, 1955, farmers 
and ranchers had organized 2,674 conservation districts.) The assistance fur- 
nished by the Service includes (a) soil surveys to provide physical land facts 
needed to determine the use capabilities and conservation treatment needs of 
each acre of farm and ranch land and the publishing of soil survey reports and 
maps which are useful also to other Federal and State agencies and the public 
in the development of special land-use programs and for other purposes, (b) 
technical help to farmers and ranchers in developing and applying conservation 
plans which allow for the best possible use by the farmer or rancher of his 
land, labor, equipment, and financial resources, (c) the loan of some special 
types of equipment not readily available to the farmer but needed to establish 
certain conservation practices, (d@) observational studies and field testing of 
new and improved species and strains of grasses and legumes, trees, shrubs, 
and other plant materials that may be useful in controlling erosion and im- 
proving pasture and range land, and (€) snow surveys and stream-flow fore- 
casts in the Western States to provide for efficient seasonal utilization of avail- 
able water supplies. 


Watershed protection program activities 


The Service has general responsibility for administration of the watershed 
protection program of the Department, and the formulation and development 
of its guiding principles and procedures. The program consists of (@) cooper- 
ating with States, soil or water conservation districts, flood prevention or con- 
trol districts, or other local public agencies in planning and installing in small 
upstream watersheds works of improvement designed to prevent erosion, flood- 
water, and sediment damage, and in furthering the conservation, development, 
utilization, and disposal of water, and (0) making watershed investigations and 
surveys to provide for coordination between the Department programs in specific 
watershed areas and the programs of other Federal, States, and local agencies. 

In cooperation with soil conservation districts and other local groups and 
organizations, the Soil Conservation Service provides technical assistance to 
farmers and ranchers in these small watersheds in the planning and applica- 
tion of soil and water conservation practices and technical and financial assist- 
ance in the planning and installation of water and erosion control measures 
such as diversion ditches and dikes, waterflow-retarding structures, debris and 
desilting basins, stream-channel improvements, floodways, gully control struc- 
tures, roadside stabilization measures, etc. The Forest Service participates, 
generally by cooperating with State foresters, in planning and providing fire 
protection and furnishing technical forestry assistance to landowners in applying 
forest and woodland improvement measures on non-Federal lands and by in- 
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stalling all measures on lands under its administration. The Agricultural Re- 
search Service furnishes assistance in the assembly, correlation, and analysis 
of economic data needed in the planning phases of the program. The Weather 
Bureau and Geological Survey provide assistance in gathering and analyzing 
hydrologic data. 

Flood-prevention program activities 

Pursuant to the Food Control Act of June 22, 1936, as amended and supple- 
mented, and under policies established by the Secretary, the Service has gen- 
eral responsibility for administration of the flood-prevention program of the 
Department, and the formulation and development of its guiding principles 
and procedures. Since the passage of the Watershed Protection and Fiood Pre- 
vention Act (Public Law 566, 88d Cong.) the program consists of the planning 
and installation of improvement measures primarily for flood prevention on 
the 11 authorized watersheds. 

The Soil Conservation Service plans and installs works of improvement 
such as floodwater retarding structures, stream-channel improvements, gully 
stabilizing and sediment control measures, diversions, floodways, etc., on the 
11 authorized watersheds. The improvement measures are installed in co- 
operation with local soil-conservation and flood-control districts and other local 
and State agencies. 

The Forest Service carries out similar flood-prevention activities on national 
forests and adjacent rangelands and on other forest lands within the authorized 
watersheds. 

Water conservation and utilization program activities : 

Under the authority of the acts of May 10, 1989 (53 Stat. 685, 719), October 
14, 1940 (16 U. S. C. 590-z-10), as amended and supplemented, June 28, 1949 
(Public Law 132) and September 6, 1950 (Public Law 760) the Service carries 
on a water conservation and utilization program in specific project areas. Irri- 
gated and irrigable lands (both Government and privately Owned) are developed 
for efficient use of irrigation water. Settlement opportunities are provided for 
veterans and needy farm families through the sale of developed farm units. 
Technical assistanct is furnished to settlers within the authorized project areas 
with their soil and water conservation and land-use problems. This work has 
been completed on all projects except the Eden Valley project in Wyoming. 

The Soil Conservation Service maintains its central office in the District of 
Columbia but most of its activities are highly decentralized to 47 States and 8 
territorial offices, 7 cartographic units, 7 engineering and watershed planning 
units, and about 3,400 area offices and work units which carry on the technical 
programs of the Service in conservation districts, watersheds, and water con- 
servation and utilization projects. In addition, the Service has a corps of 
specialists in the fields of agronomy, biology, forestry, information, plant ma- 
terials, and range conservation who are attached to the Washington office but 
located at various points in the fields, to provide for necessary program coordina- 
tion and the technical assistance in those specialty fields requested by field 
operating personnel. 

As of November 30, 1955, the Soil Conservation Service had 12,026 full-time 
employees (235 in Washington and the balance in the field) and 2,580 part-time 
employees who are generally employed in the field during the seasonal periods 
when there is need for additional assistance in applying conservation practices. 








Estimated Budget 
available, estimate, 
1956 1957 





Appropriated funds: 





a diamines Sie kd bah cbhnpenteigaeeediinincbuns $63, 042, 745 $65, 215, 000 
ns tos on aoe pwaerneneancrqarenieieigenel at a 16, 000, 000 
Semnel GUNLL O0LL Soe ls L3G iF Ji iivie.daowdnatcece 1 10, 000, 000 10, 700, 000 
Water conservation and utilization projects.......................---.--- (2) ” 232) 000 

ie ieee ee eee eee ee coon al 85, 036, 810 92, 147, 000 





———— ness 


1In addition prior year balances available. 
2 Prior year balances available. 





( 
7 
; 
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Summary of appropriations, 1956, and estimates, 1957 


Estimated Budget 
Appropriation item | available, estimates, | Increase (+) 
1956 1957 


Conservation operations ee --.-------| $68, 042, 745 $65, 215,000 | +$2, 172, 255 
Watershed protection- ‘ -.------} 111,994,065 | 16,000,000 | +4, 005, 935 
Flood prevention - -- ; .-| 710,000,000 | 10, 700, 000 +700, 000 


Water conservation and utiliz: ition projects 3. iar 232, 000 +232, 000 


Total, direct annual appropriation 85, 036, 810 | 92, 147, 000 — +7, 110, 190 


| 


1 In addition, $1,679,071 is available from prior year balances. 

2 In addition, $1,707,997 is available from prior year balances. 

§ There is available in 1956 a prior year balance of $474,500, of which $100,000 is being carried forward for 
use in the 1957 fiscal year. 


Conservation operations 


Appropriation act, 1956 $59, 300, 000 
Proposed supplemental 1956, for pay act costs +3, 750, 000 
Activities transferred in the 1957 estimates to “Salaries and ex- 
penses, Office of the Secretary of Agriculture” for personnel 
investigations 255 
Base for 1957_- 63, 042, 745 
Budget estimate, 1957 65, 215, 000 


orn 


Increase +2, 172, 255 
Summary of increases and decreases, 1957 


Increase to provide technical assistance to new conservation dis- 

tricts and additions to existing districts in planning and estab- 

lishing soil and water conservation practices 846, 500 
Increase to furnish accelerated technical assistance to low-income 

IS 2 a acres ca heeenintidn en ated 477, 600 
Increase to speed up soil surveys and technical assistance in est: tb- 

lishing conservation practices in areas where serious erosion and 

land-use problems exist, particularly in the Southern Great 

Plains_ : +724, 165 
Increase to accelerate map compilation and the preparation and 

publication of soil maps and survey reports_____~_- ee a +-208, 355 
Decrease due to providing a direct appropriation to the “Gener: al 

Services Administration for certain leasing costs previously paid 

from this appropriation nina a —84, 365 


Project statement 


| | | 
. | . 1956 Increase or 1957 
Dye ee & b } 
Project 1955 (estimated) decrease (estimated 


1. Assistance to soil conservation districts and 
other cooperators: 
(a) Planning, application and mainte- | 
nance of practices --| $57, 654, 757 $62, 436, 745 | +-$2, 172, 255 $64, 609, 000 
(6) Observational field testing of con- | | 
servation plant materials 549, 375 606, 000 606, 000 


Gebietes yi. Sate 58, 204,132 | 63, 042, 745 -2, 172, 25% 5, 215, 000 
Unobligated balance. - ‘ ¥e 127, 170 
Total pay act costs (Public Law 94) -_- ‘ (I, 104, 433) (3, 750, 000) (122, 000) 3, 872, 000) 


Total available or estimate. ; 58, 331, 302 63, 042, 745 2, 172, 255 | 55, 215, 000 
Transferred from ‘Agricultural adjustment 
programs, Commodity Stabilization Service”’ —650, 000 
Transfers in the 1956 estimates to other accounts +1, 396, 519 
Transfer in 1957 estimates to ‘‘Salaries and ex- | 
penses, Office of the Secretary of Agriculture’ 7, | 4+-7, 255 
Proposed supplemental due to pay increases__-- ; —3, 750, 000 


Total appropriation or estimate 59, 085, 671 | “59, 300, 000 | 


Note.—Prior-year balance of $1,220,993 was available in 1955 from funds appropriated for emergency 
channel restoration and flood rehabilitation work, of which $1,198,253 will be returned to the surplus fund 
of the Treasury. 
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STATUS OF PROGRAM 
ASSISTANCE TO SOIL CONSERVATION DISTRICTS AND OTHER COOPERATORS 


Current activities 

The planning and establishment of soil and water conservation measures on 
farm and ranchlands is generally carried on in cooperation with soil conservation 
districts. These conservation districts are local units of Government, organized 
under State laws and responsible to the landowners and operators in the districts 
and to the State legislatures. They are founded upon the sound principle of 
local initiative, direction, and control and are formed only in response to the 
petition and favorable referendum vote of the landowners and operators who are 
carrying on agricultural operations within the proposed district boundaries. 
Conservation districts, numbering 2,674 on June 30, 1955, have been organized 
in all 48 States, Hawaii, Alaska, Puerto Rico, and the Virgin Islands. 

The following types of assistance are being furnished to conservation districts 
in carrying out locally adapted programs of soil and water conservation : 

1. The services of soil scientists who make the necessary physical inventories 
of the land to secure data (soil type, degree of slope, character and extent of 
erosion, present land use, etc.) needed to determine the use capabilities and 
conservation needs of each acre of land. These soil surveys are conducted coop- 
eratively with the land-grant colleges and other designated State agencies and 
the survey reports and related soil maps are eventually published for the use of 
the Service, other Federal and State agencies and the public, in the development 
of land-use programs and for other purposes. 

2. The services of soil conservationists, engineers, and other agricultural 
specialists and aides who help farmers and ranchers develop and apply individ- 
ual conservation farm or ranch plans. The soil and water conservation practices 
included in such conservation plans allow for the best possible use of the farm- 
er’s land, labor, equipment, and financial ability to do conservation farming on 
his land. 

3. The loan of special equipment needed to facilitate establishment of con- 
servation practices but which is of a kind that is beyond the purchase ability 
of an individual operator or for other reasons is not readily available to the 
farmers and ranchers within the conservation district. 

4. Technical assistance in watershed planning and other group enterprises, 
comprising consultation and advice on water and sediment problems, the 
development of work plans and supervision over construction, for the purpose 
of retarding runoff, stabilization of roadside waterways, reduction of sediment 
damage to agricultural lands, reservoirs, industrial property, and roads and 
bridges ; and the drainage or irrigation of valuable agricultural lands. 

5. In the Western States, streamflow forecasts—developed from snow sur- 
veys—which serve as a basis for efficient seasonal utilization of water available 
for irrigation and other purposes. 

6. The operation of a limited number of nurseries for observational purposes 
and field-scale trials of promising conservation plant materials to determine 
their suitability for erosion control purposes, and cooperation with non-Federal 
agencies in the propagation and utilization of new and uncommon strains of 
vegetative planting materials to promote adequate domestic production and 
distribution for conservation purposes. 

In cooperation with other Federal and State agencies, some assistance is also 
given to other farmers and ranchers outside conservation districts. This assist- 
ance develops a better understanding locally of erosion and land-use problems, 
encourages more widespread adoption of conservation farming methods, and 
assures technical soundness of the practices applied. 

In addition, the Service provides technical assistance to agricultural conser- 
vation program participants in the planning, layout, and establishment of perma- 
nent-type conservation practices, both within and outside soil-conservation dis- 
tricts. Part of the cost of this work is paid from funds advanced from the 
appropriation for that program. 


Examples of recent progress 


NEW CONSERVATION DISTRICTS ORGANIZED 


As of June 30, 1955, farmers and ranchers in the 48 States and territorial 
possessions, all of which have enacted soil-conservation-district legislation, had 
organized a total of 2,674 conservation districts embracing an area of 1,484,974,221 
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acres. This represents an increase of 56 districts and 22,481,380 acres during 
the 1955 fiscal year. Additions to existing districts during the year numbered 
144 and contained 20,997,158 acres. The 4,884,470 farms now in districts is 
about 90 percent of the total farms in the Nation. In 16 States and 2 territorial 
possessions all farms are within the boundaries of districts. The operators of 
these farms are all eligible to become cooperators with the districts. They also 
represent the potential workload for technical assistance with conservation work. 
It is anticipated that there will be approximately 66 new districts organized in 
1956 and 40 in 1957 which will bring the total to 2,780 with about 93 percent of 
the Nation’s farms within district boundaries. The following table shows infor- 
mation about the 2,674 conservation districts which were organized and issued 
a certificate of organization by July 1, 1955: 





| 
= ae : | Number of| Approximate | Number 
Kind of district Location | districts area (acres) | of farms 


| 
Soil conservation districts............_.| 48 States__- 2, 602 1, 460,445,104 | 4,801, 304 
’ Caribbean area___._- 19 | 2, 269, 711 | 54, 270 

fh RE ae fa Hawaili_-._._- | 15 | 3, 317, 180 | 5, 052 
ol. |. ees. 1 | 964, 480 | 721 
Subdistricts _- Alaska. __- 9 | 4, 391, 000 | 924 
Work area (called districts) !_..........| Connecticut oul 8 | 3, 135, 360 | 15, 615 
Grass conservation districts............]| Montana...._.........| 19 | 566, 396 | 1, 746 


Imperial Irrigation District... ...._._- _| California __- eS 1 384, 990 | 4, 838 


Total, conservation districts......|...............-...- a 674 | 1, 484, 974, 221 4, 884, 470 
3 | | 





1 In Connecticut the comparable organization unit is called ‘‘work area.” 


Number of farms and acreage in conservation districts 


| Number of | Total acres Approximate | Number» 
Date | districts in organized acres in farms in 


organized | districts farms | districts 





Actual: 
June 30, 1954_.-.-__-- Redclsin blab 1, 441, 495, 683 | 952, 622, 382 4, 802, 627 
Average per district _____- 550, 610 | 363, 874 1, 834 
June 30, 1955. _-- ee ae eae 2, 67 1, 484, 974, 221 974, 945, 000 4, 884, 470 
Average per district _-_____-- : Jes cebee uke 555, 338 | 364, 602 1, 827 

Estimated: 
yk see ee ‘ 1, 524, 000, 000 1, 000, 000, 000 | 4, 968, 000 
Average per district _- ee a a aceine ts 556, 204 364, 964 | 1, 813 
June 30, 1957__---- bade batiioked | 1, 554,000,000 | 1,020, 000, 000 5, 024, 000 
Average per district ___--- ; : 558, 993 | 366, 906 | 1, 807 





INFORMATION FURNISHED GROUPS SPONSORING SOIL AND WATER CONSERVATION 


Because of its importance to the general welfare, groups such as industrial, 
civic, and youth organizations, labor unions, educators, ministers, and others 
are actively engaged in informational programs of various types designed to 
stimulate activity in soil and water conservation work. Many of these groups 
look to the Soil Conservation Service for factual information and guidance 
for whatever information program they sponsor. The Service cooperates to the 
extent resources and facilities permit. A considerable portion of the informa- 
tional activities of the Service is directed toward helping these groups promote 
soil and water conservation programs at the community, State, or national 
level. 

As a result of the demands and also the need for assistance on informational 
techniques required by the States for use in assisting Soil Conservation Dis- 
tricts, the Service assigned field information specialists in the 1955 fiscal year 
to six field locations. Two information specialists are stationed at each location 
and each serves about eight States. These field men, with the assistance of the 
information specialists in the Washington office, devote full time to working 
with the States and soil conservation districts and with many kinds and types 
of local groups and organizations to further the national soil and water conserva- 
tion program. 

The Service actively encourages the participation of the county extension 
agent in helping soil conservation districts conduct their information and 
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educational work. Work unit conservationists and their assistants work as 
closely as possible with extention personnel in developing radio programs and 
press releases, and in scheduling and conducting field demonstrations designed 
to show groups of farmers how to do such phases of conservation work as do 
not require on-site technical help. Cooperation of this kind is steadily improy- 
ing in most States. 


TRRIGATION AND WATER CONSERVATION PRACTICES ACCELERATED 


The recent drought years have greatly increased the demand for assistance 
in irrigration work in almost all States including the 31 Eastern States where 
only a few years ago irrigation was extremely limited. The extension of the 
Water Facilities Act to these 31 States created a further demand for technical 
assistance for the development of irrigation water supplies and installation of 
irrigation systems. 

Technical information on irrigation in the humid area formerly was limited. 
The Service prepared Irrigation Guides for the use of technicians assisting 
farmers with irrigation problems in these areas which give the standards for 
design and operation of irrigation systems under humid conditions. These 
guides are also available to private engineers, sprinkler equipment dealers, and 
others interested in irrigation development. 

During the fiscal year 1955 technical assistance was given to farmers to install 
more than 3,600 irrigation systems in the 31 Eastern States. There continues 
to be a great demand for this type of service. As an example, an area conserva- 
tionist in South Carolina reported that in May 1955 in 1 area alone 539,300 cubic 
yards of earth were moved in constructing 121 irrigation ponds. 

In many irrigated areas of the West water shortages have impressed upon 
landowners and distributors of irrigation water the need for efficient irrigation 
systems and proper irrigation water management on the farms. With the 
assistance of Service technicians, irrigation companies usually plan to make 
improvements to the main system over a period of years. A typical example 
of this type of operation is the St. George Valley Irrigation Co. in Utah. The 
company has taken action designed to conserve scarce irrigation water. It has 
installed over a mile of steel pipe syphon in its canal and lined nearly 21,000 
feet of canal with concrete. It plans to line an additional 7,300 feet in 1956 
and 1957. The Service assisted irrigation organizations with 693 similar water 
conservation improvements to their distribution systems in 1955. 

To further conserve irrigation water the Service furnished technical assistance 
to landowners during 1955 to level 493,907 acres of land, and to develop improved 
methods of irrigation water application on over 1,700,000 acres. 


FARM AND RANCH CONSERVATION PLANNING SYSTEM FAVORABLY RECEIVED 


The progressive planning system adopted by the Service in 1951 has become 
well established throughout the Service. It enables Service technicians to assist 
farmers and ranchers with conservation work whenever they are ready to carry 
it out, with assurance that such work will conform with the needs and capabilities 
of the land and that it will fit into the plan for the whole unit when it is ultimately 
completed. This method of providing planning assistance has proved to be more 
acceptable to farmers and ranchers. It is flexible and readily permits changing 
the plan to meet changing conditions. “Cooperators have ample time to consider 
their decisions before making them. As a result the planned conservation is 
applied to the land more rapidly and effectively. This promotes efficiency in 
the use of technical time. 

Zach basic conservation plan that Service technicians help prepare contains a 
soil map or, in areas of rangeland and woodland, a range or woodland site 
map. These maps show accurately the kinds of soils in the operating unit, and 
their use capabilities. In addition, each conservation plan folder contains a 
conservation plan map of the unit showing field arrangement, field acreages, the 
planned land use, and some of the major features of the conservation plan. Each 
map is accompanied by an appropriate legend explaining the features shown on 
it. Narrative material included in the conservation plan describes each soil 
or site found on the farm or ranch and gives the cooperator sufficiently detailed 
instructions to enable him to carry out the plan with a minimum of technical 
assistance. 
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FORAGE PRODUCTION INCREASED THROUGH BRUSH CONTROL 


The invasion of the extensive grasslands of the plains of southwestern Texas 
by dense stands of mesquite and other undesirable brush species has drastically 
reduced forage production for livestock in this important range livestock area. 

During the past few years, however, a phenomenal change has taken place. 
Large acreages are being converted from brush back to grassland. An ever in- 
creasing number of ranchers, working with their soil conservation districts and 
cooperating agencies, have found that brush control, coupled with sound range 
management practices, provides a practical and profitable means of restoring 
high forage production levels. In 1954 alone, 602,531 acres within soil-conserva- 
tion districts in this area were cleared of brush. 

A number of methods are being used. Hand grubbing has been supplanted by 
such mechanical methods as chaining, the use of brush cutters, and root plowing, 
or the use of chemicals. Chaining operations require two large crawler-type 
tractors that break down and pull out the brush by means of heavy ship anchor 
chains. Root plowing cuts the brush roots off at a depth of 12 to 18 inches 
with heavy plow-type blades. Giant brush cutters are used for some of the large 
shrubs and smaller type cutters or mowers for small brush and sprouts. Chem- 
icals being used include both 2,4-D and 2,4,5-T. 

Cost of inital treatment varies from $2 to $15 per acre depending upon the 
method used and the density and size of the brush stands. Because of the cost 
involved, the variable potentials for successful brush control, and the need for 
accompanying management, ranchers have found it highly important to obtain 
sound technical assistance so as to fit this practice into their soil-conservation 
district plans. 

In many cases, the remnant of the original grass species remaining in the brush 
stands is adequate to assure a relatively rapid range recovery following clearing 
operations if the area is deferred from grazing use for a 2-year period and 
properly managed thereafter. If the grass remnant is inadequate, the area is 
seeded to adapted species at the time of clearing. The increased production re- 
sulting from brush control is indicated by the fact that untreated brush ranges 
commonly require from 25 to 40 acres to support a cow for 1 year, while suc- 
cessfully treated and managed ranges support a cow on 10 to 15 acres. The 


remarkable increase in the acreage cleared of undesirable brush in recent years 
attests to its feasibility and the profit to the rancher which may be expected 
from this conservation practice. 


SNOW SURVEYS AND WATER SUPPLY FORECASTING DATA REDUCED IMPACT OF DROUGHT 


There are now more than 1,200 snow courses in the Western States network, 
including those in British Columbia, Canada. In the fiscal year 1955 some 950 
show surveyors (most of them only employed a few days each year) traveled 
a total of 49,000 miles by foot, oversnow machines, or aircraft, and made 54,000 
individual snow measurements. Seasonal streamflow forecasts were made on 
all major streams of the West and many of the minor streams which are major 
sources of irrigation water for farmers and ranchers in soil-conservation dis- 
tricts. Forecasts were made for 336 stations and nearly 25,000 copies of the 
forecasts were provided to the water users in more than 400 local districts. 

These measurements of snow pack showed that prospective water supplies for 
the Western United States in 1955 varied from ample supplies and possible 
floods on the northern section of the Columbia Basin to an extreme and severe 
water shortage on the Rio Grande in Colorado and New Mexico. The water 
Shortage on the Rio Grande was forecast to be particularly critical with a 
combination of short snow pack and lack of water stored in reservoirs. This 
situation developed in part as a climax of a series of years of deficient runoff. 
This picture of low prospective runoff was forecast to extend to central Colorado, 
parts of California, Utah, Nevada, extreme southern Idaho, southeastern Oregon, 
southeastern Wyoming, and Arizona. The snow survey information enabled 
farmers, water-users associations, irrigation districts, municipalities, power 
companies, loan agencies, and others in the affected areas to take effective steps 
to lessen the impact of the water shortage on their economy. 

In Colorado, farmers drastically reduced their acreage of heavy water-using 
and high-investment crops, such as sugar beets and increased crops using less 
water. 

Farmers along the Sevier River in Utah, where the most severe water shortage 
in that State is expected in the 1955 crop season, have cut their acreage of 
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sugar beets and are either planting early maturing crops or are leveling their 
land and letting it lie in fallow this year. They are also adopting more efficient 
water application practices. The canal companies delayed turning water into 
the canals from the reservoir for irrigation until absolutely necessary, which 
was several weeks later. than usual. As soon as the need for water declined, 
they stopped releasing water from the reservoir to the canals, a practice which 
they had not followed before. 

Another excellent example of the positive benefits made possible in 1955 to 
farmers in soil-conservation districts through the snow-survey information is 
reported from Salmon Falls, Idaho. In this area of the Twin Falls Soil Conser- 
vation District there are about 70,000 acres which could be irrigated if adequate 
water were available. However, the available supply fluctuates markedly from 
year to year. The acreage actually irrigated varies from 10,000 acres or less 
to over 30,000 acres, depending on the watershed yield. Without dependable 
water supply forecast data, the farm operator lacks information to guide him 
in the amount and type of crops to plant. Heavy snows fell in the foothills 
in 1955. March precipitation was 183 percent of normal. Visual evidence of 
snow-covered hills seemed to indicate a good water supply, probably adequate 
for irrigation of about 25,000 acres of land. Lacking the Service’s water-supply 
forecasts the farm operators would have prepared, preirrigated, and seeded the 
usual acreage devoted to cultivated crops. However, the SCS water supply 
forecast based on snow surveys high in the mountains indicated runoff only 
about 60 percent of normal. Accordingly, the farm operators reduced their 
anticipated irrigated acreage by about one-half. In addition, the types and 
percentages of the various crops planted were different than those which are 
usually planted under a normal water supply. Alfalfa, pasture, and crops 
requiring a late season water supply were materially reduced or not planted at 
all, thus saving farmers both time and money. 


WOODLAND CONSERVATION INCREASE 


Improvements in wood utilization have increased the opportunities for mun) 
of the 4144 million woodland owners to get greater immediate returns from trees 
now growing on their woodiand. This has also served to emphasize the economic 
importance of wood crops and caused many landowners to place much more 
importance to their woodland. The Service has made much progress in the 
development of minimum technical standards in woodland conservation to be 
used by farm planners in working with landowners. The past year has seen 
a great increase in the quantity of woodland conservation practices, including 
tree planting, applied by private landowners in soil-conservation districts. This 
trend appears to be on the increase in view of the demands for Service technical 
assistance by landowners. Tree planting is an example of a single practice 
which indicates this upward trend. Last year landowners in soil-conservation 
districts planted more trees than they had planted any other year. They planted 
almost half of all the trees planted on privately owned land in 1954. The 
timber, pulp, and paper industries, bankers, and others, have contributed toward 
this job. A large number of planting machines are now available to landowners 
in soil-conservation districts. 


VALUE OF WINDBREAKS 


A field windbreak conservation and economic survey was completed this year 
on sample areas in the Great Plains. Area studies were made by the Service 
in South Dakota and Oklahoma in cooperation with the State colleges. Results 
of these field observations will be available at an early date for use by field 
technicians. Preliminary analyses of these data seem to indicate these major 
significant facts for the northern Great Plains area: 


1. Windbreaks reduce soil blowing 


Windbreaks established at right angles to the prevailing winds very signifi- 
cantly reduce wind velocities and help to prevent soil movement in an area 20 
to 30 times the height of the trees on the leeward side of the planting and several 
times the height of the trees on the windward side of the planting. Landowners 
who have had windbreaks planted for a number of years are enthusiastic in 
their praise of this very effective means of reducing soil blowing on the sheltered 
areas. 
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2. Windbreaks increase income 

Well established windbreaks, properly designed and correctly located, will 
increase the landowner’s income from many of the annual crops adapted to that 
area. This may be a result of one or more of the following: Reduction in wind 
velocities and soil movement, better moisture utilization, insurance of better 
seedling establishment, and reduction of crop cultivation. 


3. Properly established windbreaks increase the value of the farm 


Bven though landowners may not be able to assess the correct monetary benefits 
derived from windbreaks, they are conscious of the values windbreaks contribute 
to the farm. This is reflected in prices asked for and paid for farms with good 
windbreaks. 

STANDARDIZATION OF SOIL SURVEYS INITIATED 


The combining of all soil survey activities of the Department under the admin- 
istration of the Soil Conservation Service in the fiscal year 1953 made adjust- 
ments necessary in soil survey procedures to make certain that the needs of all 
soil survey users were met in one survey. In the spring of 1954 policies and 
procedures were developed with the State agencies which are cooperating in the 
National Cooperative Soil Survey. Standards were established for describing 
soil-mapping units in the national classification scheme, preparation of descrip- 
tive legends, field reviews, and appropriate work plans with the cooperating State 
agencies. 

Progress was made in the 1955 fiscal year in essentially every survey area 
toward this standardization. Mapping unit descriptions are being prepared 
in all eases and a start has been made on the descriptive legends. All new 
survey areas this past year were started as standard soil surveys and work plans 
have been signed in 149 soil conservation districts to convert the former type 
surveys to standard soil surveys. 


SOILS ANALYSES IMPROVES MAPPING 


During the past fiscal year laboratory analyses were made of 2,500 soil samples 
from 32 States and 1 Territory. Primary attention was given to the character- 
ization of soils from which guides could be developed to increase uniformity of 
mapping by soil surveyors in the field, and to characterize those physical prop- 
erties of the various soils that primarily determine their capabilities and man- 
agement requirements. Analysis work was also performed on several mineral 
element nutrient deficiencies in relation to soil types. As an example, the recog- 
nition of amorphous materials as an importation constituent of some soils 
occurring in Oregon and Washington, and its relationship to voleanic ash as a 
parent material, has contributed greatly to the understanding of the low pro- 
ductivity and phosphate requirements of the soils in this area. 


LESS COSTLY PUBLICATION OF SOIL SURVEY REPORTS PLANNED 


Early in the year a sample set of soils maps, on photo mosaic base, was 
prepared and distributed to field personnel and cooperating agencies for comment 
on adopting this type of map for publication rather than the colored maps on a 
planimetric base as had been the practice in the past. As a result of the favor- 
able response, it is planned that most soil maps will hereafter be reproduced 
on a mosaie base, except in those cases where photography suitable for a mosaic 
is not available. This method of map preparation and printing can be done at 
a much lower cost than the colored maps on planimetric base. 

During the 1955 fiscal year 14 soil survey reports consisting of maps and texts 
were published. These were for Sulphur Spring Valley area, Arizona; Sacra- 
mento area, California; Cass and Newton Counties, Ind.; McLeod County, Minn. ; 
Blaine County, Nebr.; Avery and Buncombe Counties, N. C.; Huron County, 
Ohio; Cleveland County, Okla.; Cocke and Decatur Counties, Tenn.; Bland 
County, Va.; and Lewis County, Wash. This brings to 1,652 the total number 
of soil surveys published to date. 

At the end of the fiscal year there were 22 soil survey maps and reports in 
the Government Printing Office for printing. Field surveys had been completed 
and correlation work finished on 50 additional areas for which preparation of 
the reports and maps was in progress. Sixty-two other field surveys had been 
completed and work was in progress on correlations and report writing. 
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DATA DEVELOPED ON SOIL-SITE CORRELATION FOR WOODLAND AREAS 


In planning conservation programs with landowners, there is a need for basic 
information relating the potential growth of trees to the soils on which they 
grow or should grow. These data would have application on about 300 million 
acres of land in private ownership in soil conservation districts best suited 
to growing wood crops. During the past year the service has made considerable 
progress in perfecting the field techniques and training technicians in the con- 
duct of field surveys needed to establish the correlations between significant 
soil groupings and site indexes. These interpretations are being utilized in the 
development of specifications for the kind of woodland work that landowners 
can be trained to do for themselves. These data are particularly useful to the 
soil scientist in determining mapping units which will reflect significant soil 
characteristics for tree growth. They are recognized as essential for more com- 
plete interpretations of soil surveys, and will be of particular significance in 
published soil survey reports. Soil-site index correlations are being projected in- 
to new areas as rapidly as facilities permit. They have been established for the 
west coast for Douglas fir in Washington and Oregon, for pouderosa pine in the 
Cascades of Washington and Oregon, for lodgepole pine in eastern Oregon, and 
for southern pine in Georgia, Louisiana, and parts of east Texas. The northern 
hardwoods in Vermont and the hardwood in northern Michigan are being studied 
this year. Once the necessary correlations are identified, it becomes possible to 
predict, for any given kind of soil what specific species of trees will do on those 
soils, the rate at which they will grow, how much timber they will produce in 
a given number of years, etc. This prediction can be made regardless of whether 
trees are presently occupying such sites or not. These soil-site index correla- 
tions need to be established for all soils and trees in forest climax zones of all 
States and for those areas outside forest climax zones into which tree planting 
is being extended. This is especially desirable in the Great Plains, both north- 
ern and southern, where windbreak plantings are a significant part of a total 
conservation program. 


SOIL MECHANICS WORK ACCELERATED 


During the fiscal year the Soil Mechanics Laboratory at Alburquerque, N. Mex., 
analyzed, tested, and prepared reports on soil samples taken from 470 sites 
selected for earth-fill structures in 31 States. These reports furnished infor- 
mation on the (1) safe slopes that could be used on the earth-fill dam, (2) the 
amount of water needed to get optimum compaction of the earth in the fill as 
well as the amount of compactive effort needed, (3) the suitability of the founda- 
tion materials, (4) the depth required of the cutoff trench, (5) the amount of 
water expected to be lost through seepage, (6) the line of saturation which would 
eventually develop in the dam, (7) the need for drainage, and (8) the amount 
and rapidity of settlement of the fill material that could be expected. These 
data are essential to field engineers in the development of designs and specifica- 
tions for earth-fill structures and in determining the suitability of proposed con- 
struction sites. The demands for analysis of soil samples for this purpose has 
increased greatly in the past 2 years in view of the amount of structural works 
of improvement being installed in flood-prevention and watershed-protection 
projects. The laboratory serves all programs of the service with work performed 
for other than the conservation operations program being handled on a reim- 
bursable basis. 


SURVEY AND PLANNING ACCOMPLISH MENTS 


The following tables show the major accomplishments of the Service in assist- 
ing soil-conservation districts and other cooperators in the fields of surveys and 
planning. The two major types of surveys conducted by the service are defined 
as follows: 

(1) Soil surveys are those where soil types, slope gradients, and erosion condi- 
tions and their boundaries are determined in detail by actual field examination 
and where classification is in accordance with the standard nationwide system 
of soil classification, to furnish information for conservation planning, land 
inventories, publication, and other purposes. 

(2) Range surveys are those of range sites and physical conditions used in 
ranch or watershed planning On grazing land. 
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Some reconnaissance surveys, where soil types are determined by observations 
with only random tests, are also made to provide data on soils for delineation of 
problem areas and for broad program planning. 


Surveys 


] 


1955 actual | une 185 1956 estimate | 1957 estimate 


rt 


Type of survey Unit 
incline 


31, 385, 140 ce 476, 447, 399 31, 500, 000 40, 000, 000 
10, 161, 071 43, 612, 034 12, 000, 000 15, 000, 000 
| 


Soil surveys : 
thy cn bdddsdiciescoenetabodavestane do... 


Conservation planning of individual farms and ranches 


| Active district cooperators | Net increase 
Ss 
Explanation | zy enanedin 


Number Acres jand basic plans 


As of June 30, 1954 Fiscal year 1954 
1, 454, 287 | 423, 690, 086 157, 318 
Soil conservation district cooperators having basic plans 974,463 | 268, 351, 553 22, 528 
Number basic plans fully applied 162, 336 34, 571, 990 6, 272 





As of June 30, 1955 Fiscal year 1955 
Number soil conservation district cooperators- ---- - -- alas 1, 552, 336 | 454, 427, 099 98, 049 
Soil conservation district cooperators having basic plans. | 1,034, 530 | 286, 515, 597 60, 067 
Number basic plans fully applied 164, 673 33, 008, 585 2, 337 





| Fiscal year 1956 
|As of June 30, 1956 (estimated)| (estimated) 
Number soil conservation district cooperators_-----.....--.--- 1, 640,000 | 475,000, 000 87, 664 
Soil conservation district cooperators having basic plans. -. - -- 1, 084, 000 300, 000, 000 49, 470 
Number basic plans fully applied : sues 180, 000 36, 000, 000 15, 327 


| Fiscal year 1957 
As of June 30, 1957 (estimated)| (estimated) 
Number soil conservation district cooperators..- ; 1, 740,000 | 500, 000, 000 100, 000 
Soil conservation district cooperators having basic plans... 5 ee 1,150,000 | 322, 000, 000 66, 000 
Number basic plans fully applied -----..--..------------------| 200, 000 40, 000, 000 | 20, 000 
' 








Technical assistance on group jobs 


1955 actual ne, 1956 estimate | 1957 estimate 


Watershed work plans: 


106 262 100 120 
4, 797, 004 8, 314, 149 4, 525, 000 5, 430, 000 


1, 856 10, 923 1, 600 1, 500 
2, 275, 258 7, 894, 138 1, 960, 000 1, 840, 000 
G Sroup 5 elantabas jobs: 
u 


mber 693 1,719 700 800 
1, 301, 772 2, 307, 767 1, 315, 000 1, 465, 000 


( a Number == jobs: 
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APPLICATION OF PRACTICES 


The following tables show some of the major conservation practices that were 
applied with technical assistance furnished by the Soil Conservation Service: 


(a) Major practices applied on farms and ranches of soil conservation district 
cooperators 


Type of practices Unit 1955 actual | 1956 estimate | 1957 estimate 


Contour farming ie 2, 949, 666 
Cover cropping | i 4, 295, 686 
Strip cropping ‘ sn : 806, 964 
Seeding pasture and range--.....-...--.-..------ 2, 944, 625 
Tree planting 287, 716 
Farm and ranch ponds Number-.-. 73, 348 
TN. on. 9-tinindematuhuncas’ Loitna hee bacmaan Miles--..... 42, 316 
Diversion channels-_......--..- ati ipcteahdale dinqmsem | * 6, 493 

ag 1, 318, 972 
Improved water application d 1, 655, 536 
Land leveling 446, 003 
Field windbreaks “ . 1, 182 
Land clearing 
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(b) Major practices applied on farms of nondistrict agricultural conservation program 
participants 


Type of practices Unit 1955 actual | 1956 estimate | 1957 estimate 


3, 490 3, 000 2, 800 
Diversions 4 d 409 450 500 
Waterway development ; 7, 300 7, 000 
Contour strip cropping --- - Sones ; s 110 000 
Contour farming wid ; ; 160, 000 
Grazing land management d : 1, 200. 000 
Stock water dams and ponds i ' 12, 000 
Reorganization of farm irrigation systems I win situate , , 20, 000 
Land leveling ....do , 50, 000 
Irrigation reservoirs 3 400 
Improved water application L : 50, 000 
Farm drainage-----.-.. a a ine 5 ; 180, 000 
Lend clearing amg 20, 000 


Notge.—Approximately 33 percent of the cost of assisting agricultural conservation program participants 
(whether districts cooperators or not) in 1955 was financed with “Conservation operations” funds and 67 
percent with funds advanced from the item ‘‘ Agricultural conservation program” under the 5 percent trans- 
fer proviso contained in the annual appropriation act. 


(c) Major practices applied on group jobs 





Type of practice Unit 1955 actual | 1956 estimate | 1957 estimate 


Ditch and canal excavation Cubic yards. 394 Be 
Channel] improvement Linear feet. 230, 926 


BASIC CONSERVATION PLANNING IN SOIL CONSERVATION DISTRICTS AS OF DECEMBER 
81, 1954 


As of December 31, 1954, the Soil Conservation Service was cooperating with 
2,650 soil-conservation districts comprising 1,461,025,000 acres of land in the 48 
States and in Hawaii, Alaska, and the Caribbean area. The following table by 
State, Territory, and possession shows the percentage relationship of the number 
of operating units and agricultural land for which basic plans have been prepared 
by the Service to the total area requiring basic conservation plans. 
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land 
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Basie conservation planning in soil conservation districts, by States and nationally, 
Dec. 31, 1954 


Northeast: 


Connecticut__.._-| 


Delaware. - --- 
Maine. - 
Maryland 
Massachusetts - - - 
New Hampshire. 
New Jersey 

New York 
Pennsylvania. --- 
Rhode Island - --- 
Vermont 
Virginia 

West Virginia_-_- 


Southeast: 
Alabama 


Meets 
Mississi 
North C - Sy 
South Carolina__- 


Kentucky 
Michigan 
Minnesota. - 
Missouri. - 
ORB. «e+. 
Wisconsin--__-_--- 


Great Plains: 
Colorado 
BORING ncciniwe 
Montana. 
Nebraska 
New Mexico. -_-. 
North Dakota---- 
Oklahoma.------ 
South Dakota---- 
Texas 
Wyoming 


Total. ... 
West: 


California 
Idaho 


Utah 


Washington-..-_- 


Alaska 
Hawaii__._.- 


National total 


Includes all private and public 1 land on which the SCS is authorized to work—i. e., 
land, woodland, wildlife, 


ervation districts. 
Prepared by: 


| "Total 
SCD’s as 
of Dec. 
31, 1954 


oes | 
Number 
15 
15 
10 





_ 213 


12 
73 
57 
27 
26 
74 
36 
44 
79 
19 


97 
100 
72 


84 


708 


98 
105 
78 
87 
60 
79 
86 
64 
167 
41 


865 


46 | 
105 
40 
31 | 
49 
48 | 
75 | 
9 
14 | 


417 | 
2, 650. 


Agricultural | 
land in 
SCD’s 


| 


Acres 
1, 272, 352 


998, 270 | 
4, 000, 316 | 
5, 635, 106 


1, 898, 918 
5, 563, 345 


2, 128, 287 | 


12, 541, 153 
7, 872, 526 

191, 052 
3, 527, 381 
15, 240, 613 


8, 171, 216 | 


20, 852, 784 
28, 794, 617 
16, 401, 850 
28, 378, 240 
25, 963, 690 
20, 935, 501 
20, 472, 292 
17, 774, 707 
16, 092, 267 

2, 131, 596 


197, 797, 544 


30 086, 704 
13 447 082 
34, 264, 229 
20, 530, 837 
16, 429, 899 
18 870. 798 

8 879, 120 
19, 966, 480 
22, 931, 092 


185, 406, 241 


24, 527, 486 
50, 557, 976 
50 801, 841 
47, 941, 751 
40, 433. 258 
39, 670, 174 
39, 314, 997 
33, 987, 415 
151, 292. 636 
18, 059, 323 


496, 586, 857 


4, 283, 784 
19, 364, 481 


11, 809, 032 | 


6, 261, 752 


13, 093, 554 | 


13, 292, 442 


18, 859, 773 | 


1, 799, 842 


2, 260, 589 | 


91, 034, 249 


1, 039, 865, 426 


Operations Analysis and Records Section, 


69, 040, 635 





Operating 
units ' in 
SCD’s 


Number 

15, 615 
7,679 
20, 000 
35, 706 
22, 882 
18, 767 
26, 728 | 
94,771 
74, 414 
2, 635 
19, 093 | 
132, 370 
71, 239 





147, 931 
145, 677 

7,748 
167,718 
113, 519 
145, 853 
280, 788 
112, 898 
155, 579 
52, 737 


1, 370, 448 


222. 820 
105 905 
192, 059 
200, 006 
145, 504 
102 870 

57, 157 
158, 791 
166, 653 


ee , Sl, 765 


131, 843 
33 058 | 
108, 266 
26, 195 
65. 026 
144, 229 
58 813 
358, 136 
10, 229 


974, 222 


8, 617 
72, 268 | 
25, 008 | 
2, 707 | 
32, 032 | 
26, 261 
73, 458 
1, 054 
3, 456 | 





244, 861 


4, 483, 195 


sc 


Basic conservation plans 
prepared as of Dec. 31, 


1954 


Number 
2, 333 | 
1, 078 | 
4, 405 
9, 812 
4, 143 | 
2, 965 | 
4,313 
19, 719 | 
13, 058 
791 
5, 150 
28, 261 
22, 577 


118, 605 | 


46, 708 | 
39, 270 
16, 530 
69, 556 
20, 751 
49, 951 
59, 103 
30, 718 
22, 852 
9, 699 


365, =e | 


27, 615 
13 997 
33, 613 
35, 220 
, 787 
3, 633 
5 361 
27, 720 
, 433 


193, 379 


10 343 
49, 572 
8, 274 
34, 184 
9, 313 
19, 694 
52, 130 
20, 112 
80, 252 
3, 303 
287, 177 


3, 238 
15, 428 
3, 032 
1,131 | 
3, 468 
6, 639 | 
11, 435 
220 | 
154 





“44, 745 | 


1, 009, 129° 


8 


62, 964, 373 | 2 26. 6 


| 
| 


Percent) Percent 

of oper- | of agri- 
ating leulturs al 
units land 

|planned cnamnd 


Percent 
20. 1 
17. 
22 


24. 
25 


a. 


yy. 
20. 
19, 
50. 
28. 
31. 
36. 


9, 


| Percent | 
14. 9 | 


Acres 
255, 699 
177. 945 
885, 630 

1, 402, 958 
476, 608 
521, 620 | 
490, 526 

2, 589, 785 

1, 498, 841 | 

96, 342 | 

1, 018, 970 | 
| 

| 


bh 
> 
o 


ENSASSRRNN 
IP OOUD SDK oro 


i 


4, 779, 234 
2, 937, 782 


oe 
| = 


JW, 131, 940 | 


il oo | CO Oe ONO eeHOYD 


i) 





7, 910, 422 
5, 671, 781 
13, 189, 701 
4, 256, 762 
8, 819, 219 
6, 113, 881 
5, 243, 329 
3, 088, 040 
620, 610 


8, 050, 628 2) 


20] mM ROOM ROMS 


12.4 
13.3 
17.5 


17.6 


\ 
700 804 
022.895 
057, 185 
364, 750 
965, 334 
455, 710 
195 669 
464, 183 
, 074, 052 


15. 
17. 
21. 
12. 
13. 
13. £ 


29 BOP bo 


nw 


9, 408, 931 
15, 220, 545 
16, 120, 203 
11,048 061 
20. 628 598 
11, 663 222 
12, 515, 555 
10, 847, 717 
44, 446, 879 

3, 510, 757 


26.9 
37.6 
25.0 
31.6 
35. 6 
30.3 
36. 1 
34. 2 
22. 4 
32.3 


5, 410, 468 29. 


37. 
21. 
12. 


759, 237 
2, 982, 094 
1, 187, 925 

71,429 | 41. 
1,798,921 | 10. 
3, 855, 584 | 265.3 
2, 830,672 | 15.6 

28,031 | 20.5 

99,292 | 4.1 


14, 313, 185. 





18. 


279, 120, 548 | 
l 


22. 


the cropland, grass- 


and other land used fer agricultural purposes within the boundaries of soil con- 


. 
, August 1955. 
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PERCENTAGE OF AGRICULTURAL LAND INCLUDED IN BASIC CONSERVATION PLANS 


By December 31, 1954, the Service was providing technical and other assist- 
ance to 2,632 of the 2,650 soil conservation districts organized as of that date. 
tighteen districts formed during the latter part of the year had not as yet been 
staffed. The following table shows by States the number of active districts 
which had from 10 percent or less to more than 50 percent of the agricultural land 
in the districts included in basic conservation farm or ranch plans, 


Acreage of basic plans related to agricultural land as of Dec. 31, 1954 


| Total SCD’s 
| 
| 
| 


Relation of acreage in basic plans to agricultural land ! serviced in 
1954 


States A na Ze 


20.1 to 35 | 35.1 to 50 | More than| Number of 
percent percent 50 percent SCD’s 


10 pereent | 10.1 to 20 


| andless | percent 


| 
| 
Northeast: 
Connecticut. -.........--] 1 
Delaware * 
Maine 
Maryland __-_-._.....---- 
Massachusetts -- -- 
New Hampshire 
New Jersey ------- 
New York 
Pennsylvania 
Rhode Island 
Vermont 
Virginia _ - 
West Virginia_._------ 


— he 


“ast on 





| OOwr Cor 


Se eee ono 








Southeast: 
a ee 
ee 
Florida 
Georgia 
Louisiana 
Mississippi 
North Carolina -- 
South Carolina --- 
Tennessee 
Caribbean 


— a 
NN AO we bO 





Kentucky 
Michigan 
Minnesota 
DENN. 20, Seo oue 
Ohio_- 
Wisconsin _ - -- 








Great Plains: 
Colorado 


Montana 
Nebraska 
New Mexico._---------- | 
North Dakota 
Oklahoma 

South Dakota 

ORs. J eh ckeces 
Wyoming 





See footnotes at end of table. 





Acreage of basic plans related to yen on land as of Dec. 31, 1954—Continued 


| Total SC D’s 

per Relation of acreage in basic plans to agricultural land ! | serviced in 
1954 

States Ls 


10 percent | | 10.1 to 20 20.1 to 35 35.1 to 50 


More than | Number of 
and less percent | percent percent 


50 percent | SCD’s 


West: 

Arizona... 
Calif: rnia 
Idaho_. ss able 
Nevada... a 
Oregon. ___- 
Utah : 
Washington. 
Alaska... 
Hawaii_- 


| wr 
tea 
Bi 
11 | 
ib 




















1 Includes all public and private land on which the SCS is authorized to work i.e. the cropland grass- 
land, woodland, wildlife, and other land used for agricultural purposes within the boundaries of soil con- 
servation districts. 

Prepared by: Operations Analysis and Records Section SCS August 1955. 


TWO ADDITIONAL NURSERIES ESTABLISHED 


The newer, specialized plant materials that are needed in Service work on 
special problems in soil conservation districts are produced and tested at 12 
nursery locations. Two additional nursery units were established in the western 
part of the Great Plains this spring under cooperative arrangements with State 
experimental stations to enable further testing and the production of grass and 
legume seed for field testing in an area where the need is great and seed of 
species best suited to the area cannot be procured on the market. Five nur- 
series are being operated by the SCS and seven under cooperative agreement 
with State institutions, mostly State experiment stations. 

Final steps in the liquidation of production facilities at all nurseries were 
taken during the past fiscal year and all production is now confined to the 
selected strains, and the further production of the newer, promising acces- 
sions required for field testing. 


SPECIAL CONSERVATION PLANT MATERIALS TESTED 


There is a great reservoir of plants waiting to be explored and tested for 
uses on special conservation problems. Foreign accessions are obtained usually 
through the Plant Introduction Section of Agricultural Research Service. After 
observation at primary introduction centers the more promising ones are trans- 
ferred to SCS or cooperating nurseries for further testing and increase. Some 
of these introductions have subsequently been found to be very useful in the soil 
conservation district program. Among the more recent ones are: (1) Selections 
of Bahia, carpet and finger grass on the lower fertility soils in the Southeast, 
(2) a Korean red trailing raspberry for covering ditch banks and steep slopes 
in the Northeast, (3) suitable hardy shrubs like autumn olive for wildlife use, 
and rapidly growing compact conifers for Christmas tree production in the 
Corn Belt, and (4) cold hardy, vigorous legumes like yellow flowered alfalfa 
that can compete with dryland grasses like crested wheat grass, and withstand 
livestock grazing in the drier parts of the Great Plains. Selections of intro- 
duced lovegrasses are proving valuable in the arid Southwest and bluegrass 
hybrids developed and distributed cooperatively with the Carnegie Institution of 
Washington prove valuable in the Northwest and point to a new use that the 
native grasses can be put in the grass-improvement work. 

An even greater reservoir of plants exists in the native vegetation. Where 
this source of plant materials has been properly explored a great many species 
and strains have been found that are very useful in soil conservation. Among 
these are a strain of black locust of good form and rapid growth that shows 
increased resistance to borer damage; locally adapted strains of switch grass 
for sandy lands and closely related species found in the salty marshes along 

72013—56—pt. 4-33 
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the coast to improve tame pastures on many areas that are otherwise waste land; 
a variety of honey suckle that matures its fruit in the fall and persists into 
winter to furnish fruit to upland birds when other feed may be buried in a 
deep layer of snow; a rust resistant cottonwood that survives better in field 
shelter belts; and a good many locally adapted hardy native legumes and 
grasses. These legumes and grasses will be valuable in a watershed protection 
program to provide permanent protection to land that must remain in grass. 
Greatest progress in the selection, domestication, and proper use of native 
grasses and legumes has been made in the Northwest. Here dozens of superior 
plants are in commercial production and marketing channels and thus are 
generally available for soil conservation use. 

Two closely related problems that arise with the development of the newer 
species and strains are given prompt attention; these are methods of seed 
p> ‘nction and the developing of seeding, establishing, and other techniques 
tha. are necessary to bring these relatively unknown plants into quick success- 
ful use. 

Some of the plants and the associated techniques employed in their successful 
utilization now prove valuable in some of the possessions. As an example of 
this it was recently reported that in Hawaii among numerous trials recently 
conducted it was found that three grasses from widely separated parts of the 
mainland were well suited to the varied rainfall and temperature conditions 
of the islands. These are budded grass from the Rio Grande country of south- 
ern Texas, Pengola grass from Florida, and Kikuyu grass, a spreading trouble- 
some weed in orchards and gardens in southern California, but rated as a good 
forage grass in the Tropics from whence it came. Similar progress could be 
cited for Puerto Rico and Alaska. 

Yhe final step in evaluating plant materials consist of testing them under 
field conditions. Twenty-three technicians, each assigned from one to several 
States, conduct these trials with farmers cooperating with soil-conservation 
districts. This is done on a project basis, cleared with the State conserva- 
tionist and put into operation with the help of the work unit conservationist. 
One of the 23 technicians, located in Florida, is paid entirely from State funds. 


STATUS OF GREAT PLAINS WIND EROSION AREA 


The widespread drought of 1954 continued into the winter months providing 
conditions for more land damage by wind erosion beginning in November. By 
February 1955 nearly 5 million acres of cropland seeded to wheat, much of 
which had never germinated, was blowing. Fortunately, there were no severe 
windstorms during the 1955 blow season because there were more acres in 
condition to blow than had been heretofore experienced. The actual acreage 
damaged was not quite as large in the 1955 season as in the previous year but 
the effect of previous land damage and continued drought made the situation 
more critical than had previously been experienced. The attached map and 
chart show estimates of acreage damaged and acres in condition to blow during 
the 1955 season and below is a table giving the land damage for the 1955 season 
by States. 

Land damaged this season (as of June 1, 1955) 


= States Cropland Rangeland | Otherland | Total land 


Southern Great Plains: Acres Acres Acres Acres 
=. sass ee- 3, 714, 000 2, 149, 000 112, 000 5, 975, 000 
Kansis_-- ’ 2, 643, 000 52, 000 31, 000 2, 726, 000 
SN ET a ica beanie den eterna 654, 000 1, 148, 000 86, 000 1, 888, 000 
in a enmiee ios 663, 000 14, 000 13, 000 690, 000 
Eee ob otencaneeeenne 1, 591,000 270, 000 59, 000 1, 920, 000 





Dette ai dis ow nis 3 nn en cnestpecnser nse 9, 265, 000 3, 633, 000 301, 000 13, 199, 000 





Montana 141, 000 8, 000 
I i i asia 325, 000 48, 000 
North Dakota..-------- 595, 000 18, 000 
South Dakota-.-- ; dindawmde 283, 000 1,000 
Wyoming 183, 000 | 948, 000 


11, 000 160, 000 
10, 000 383, 000 
1, 000 614, 000 

0 284, 000 
18, 000 1, 149, 000 


Northern Great Plains: | 
| 





eee 8 a ee eS 40,000 | 2, 590, 000 











Grand total._-.-- | 10,792, 000 | 4, 656, 000 | 341, 000 | 15, 789, 000 





nd 


; 

5, 000 
5, 000 
8, 000 
D, 000 
, 000 


9, 000 


3, 000 
4,000 
4, 000 
9, 000 


0), OOO 


9, 000 
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As a result of continued, widespread damage from wind erosion in the southern 
Great Plains, the Soil Conservation Service joined with other agencies of the 
Department in the development of a long-range program for the Great Plains. 
This program was based on information developed from the soil surveys and land 
capability classifications conducted by the Service. About one-third of the 
critical area damaged by wind erosion in the Great Plains has been covered 
with soil surveys by the Soil Conservation Service. Land capability classifica- 
tions have been developed in the 195 soil-conservation districts, a part or all of 
which lie in this critical, damaged area. The program of onsite technical assist- 
ance to farmers and ranchers in districts, which has proven successful, was ac- 
celerated in order that the damage be reduced. Other programs of the Depart- 
ment, including those of credit in Farmers’ Home Administration, crop insur- 
ance, cost sharing in the application of conservation measures, and others, are 
being tied to the land classification and soil conservation program. 

Soil surveys, land classification, and application of soil and water conserva- 
tion measures in the Great Plains area are being further accelerated in the 
1956 fiscal year. 

EFFECTIVENESS OF REORGANIZATION 


As of June 30, 1955, the Soil Conservation Service had completed the first full 
year of operation on the Washington-State office basis which resulted from the 
reorganization of the Service during the previous fiscal year. While, at the be- 
ginning of the 1955 fiscal year, all States had assumed the full operating responsi- 
bilities assigned to them under the reorganization plan, there was still a big job 
to do in developing a smooth functioning organization. State offices were con- 
fronted with the problem of working out procedures and methods to carry out 
their new responsibilities. A large number of employees in these offices were 
still relatively inexperienced in their work and many employees, because of a 
change to new headquarters, had to make adjustments to the new surroundings. 
Even experienced personnel required training because of many changes in pro- 
cedures necessitated by the new organization. For the most part, personnel 
have readjusted themselves and through training and experience gained on the 
job have developed to the point where they are functioning satisfactorily. Con- 
sidering all of these factors the present organization is operating very well. All 
offices are continually reviewing operations and staffiing to improve efliciency of 
operations to the end that better service will result to landowners in getting 
conservation practices applied to the land. 


PROGRESS IN INTERNAL IMPROVEMENTS 


During the first year of operation under the new Washington-State organiza- 
tion and as a part of the Washington office management responsibility, the Serv- 
ice recognized the need for a number of internal improvements and organiza- 
tional adjustments to assure that maximum benefits were received for each 
dollar expended. There are listed below some of the more important items on 
which action was taken during the past year to improve the efficiency and effec- 
tiveness of Service personnel and to increase production at the field level. 


1. Inspection system installed 


In October 1954 the Service put into effect an inspection system designed to 
provide for comprehensive analysis and review of work being performed by 
every office in the agency. Each office is inspected annually to determine ade- 
quacy of and balance between all phases of the program. Functional inspections 
for special phases such as engineering, classification, budgetary work, and farm- 
conservation planning are correlated with the general or program inspection. 
The system includes complete administrative followup on all items requiring 
attention or action. All State and Territorial offices, cartographic units, and en- 
gineering and watershed planning units were inspected by August 1955, and all 
areas and work units will have been inspected by the end of the calendar year 
1955. Very considerable improvement in administration is resulting through 


the use of this system, which will be continued as a regular part of the Service’s 
scheduled activities. 


2. Administrative Procedures Manual issued 


In February 1955 the Service issued an Administrative Procedures Manual 
containing simple how-to-do-it instructions on all phases of administrative work 
at the field level. Written for technicians as well as clerical personnel, the 
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manual was placed in all field offices below the State offices. It set up uniform 
administrative procedures for the more than 3,000 field offices throughout the 
country and is kept up to date.by periodic revisions, as necessary. Its value 
lies in the fact that the personnel in each of these offices will be performing their 
administrative work in a uniform manner. 


8. Operations manayement system installed 


Placed in use at the beginning of the fiscal year 1955, the operations manage- 
ment system is aimed at getting maximum accomplishment of soil and water 
conservation work of high quality at the lowest possible cost. The system com- 
pares with production management systems used by larger industries and 
business. 

The system includes: 

(a) Preparation by each office of an annual plan of operations, setting forth 
what is to be done during the year ahead. It is based on a workload analysis 
and contains estimates of what is expected to be accomplished in each phase of the 
work. These plans are reviewed at intervals in comparison with actual accom- 
plishments, and are always reviewed during inspections. In addition, they pro- 
vide the basis for: 

(b) Long- and short-term schedules which set forth who is to do what, when, 
and where. Schedules are coordinated throughout the Service to prevent con- 
flicts. 

(c) The making of work improvement studies to improve working methods, 
techniques, procedures, and systems. 

(d@) Production analyses and controls, made to ascertain causes for low and 
high productivity, and to maintain as high productivity as possible. 

Responsibility for staff leadership in this work is placed with a specific individ- 
ual in Washington and in each State and area office. Effects are already notice- 
able in increased accomplishments, more effective use of time, better planning, 
work organizing, and scheduling. 


4. Establishment of training centers 


The establishment of the Washington-State organization emphasized the need 
for an effective, well-planned training program within the Service. To facili- 
tate this need, training centers were established at strategic locations in the 
various sections of the country. An average of about 1,100 new technicians and 
aids who come to the Service each year will be assigned to these training centers 
for a period of intensive training to more quickly place them in full production 
in furnishing technical assistance to farmers and ranchers in the planning and 
application of conservation practices. With the exception of the training centers 
in Texas, each training center serves a group of States. Each has a permanent 
staff of a training officer and an assistant, with technical field specialists furnish- 
ing specialized services as needed. 


5. Motor-vehicle data improved 


Beginning with the fiscal year 1955 there was developed in conjunction with 
the annual motor-vehicle report, a detailed analysis of operating costs for each 
motor vehicle included in the fleet of cars and trucks operated by the Service. 
For the first time the Service had a tabulation of the costs of maintenance and 
operation of every vehicle by State in convenient form for which each State 
could make analyses of its fleet operations and make investigations as to why 
certain units were excessively costly to operate or maintain. It furnished a basis 
for establishing an orderly equipment replacement program geared to factual 
operation and cost data and has proved a valuable tool in establishing a program 
of better equipment management and utilization in each State. 


6. Organization studies made of work units and areas 


Continuing studies are being made by the State and Washington office to 
arrive at the optimum staffing and organization pattern for the two basic field 
units of organization—the work unit and the area. These studies involve con- 
sideration of comparability of individual work units, nature and amount of work- 
load, effectiveness of current ratio of professional to nonprofessional employees, 
and need for and placement of speciaMsts. As a result of these studies during the 
year, some work unit and area boundaries have been adjusted, some work units 
have been consolidated and a few eliminated, long-range staffing patterns are 
being determined, with consequent effect on recruitment and training programs, 
and some areas have been adjusted in size or eliminated. 





STATEMENT OF ASSISTANT SECRETARY PETERSON 


Mr. Marsuatu. We will be very pleased at this time to hear from 
the Assistant Secretary of Agriculture, Mr. E. L. Peterson. 

Mr. Pererson. Mr. Chairman and members of the committee, the 
Soil Conservation Service is one of the agencies of the Department 
that falls within the jurisdiction of the Assistant Secretary for Fed- 
eral-States Relations. I should like to make a brief general statement 
on the program of the Service and the important part it plays in the 
total conservation effort of the Department. 

The importance of the land and water resources of this country are 
obvious. We secure most of our food and clothing and much of our 
shelter from these resources. Industry also depends upon this source 
for a large amount of the raw materials it needs. Our entire economy 
is geared to sustained production from the land. With the rapidly 
expanding population will come greater and greater demands on our 
soil and water resources. How well we protect and develop them will 
determine to a great extent the standards of living we will enjoy in 
this Nation now and in the future. 

Our resources are not inexhaustible. Anyone who has concerned 
himself even remotely with the soil and water conservation and land- 
use problems of the country in traveling throughout this great country 

can easily see evidence of serious land ‘damage and water loss. And 
this unnecessary waste of our natural resources is not restricted to just 
a few spots or areas in the country. On the bright side, of course, is the 
fact that there are in every community many farmers or ranchers, yes— 
even city folks—who are doing something about this serious problem 
and are trying to get their neighbors to do something about it. Weare 
proud in the Department of the assistance we are able to render in 
furthering soil and water conservation, sound land use, watershed pro- 
tection, and flood prevention. I have done some traveling this past 
year for the purpose, among other things, of getting better acquainted 
with local agricultural and rural community - problems and have seen 
some of the fine results of the cooperative effort of the Department and 
the local people in the conservation field. I am very proud of the 
progress we are making and of the energy and enthusiasm of depart- 
mental personnel engaged in carrying out the Department’s conserva- 
tion resonsibilities. 

Of course, the people who own and operate the farms and ranches 
have the final responsibility for soil and water conservation. They 
make the decisions and do most of the work. The Department of 
Agriculture’s program contribution consists of research, education, 
technical assistance, cost sharing, and credit. The Soil Conservation 
Service has responsibility for the technical assistance phase of this 
effort in the fields of soil and water conservation, flood prevention, and 
watershed protection. This includes making soil surveys to provide 
physical facts about the land providing tec chnical help to farmers, 
ranchers, and watershed interests in determining what soil and water 
conservation plans and actions they can and should apply, and giving 
onsite aid in applying complex conservation measures. 

In the Western States snow surveys and streamflow forecasts are 
made to provide necessary information to water users. The Soil Con- 
servation Service has program leadership responsibilities for the entire 
Department in flood prevention and watershed protection work. The 
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Service works with the Forest Service and other agencies of the Fed- 
eral Government on this program. The work includes providing tech- 
nical and financial assistance to local organizations, farmers, and 
ranchers in planning and installing erosion- and water-control meas- 
ures in approved watersheds. 

Good progress is being made by the Service in its activitiy of pro- 
viding technical assistance to farmers and ranchers in planning and 
applying soil- and water-conservation measures. Continuing effort is 
being made to find better ways to do the work and otherwise increase 
efficiency of operations. 

The Service workload is increasing due to organization of additional 
soil-conservation districts, the demands for technical help from both 
old and new cooperators in districts, and new activities of the Depart- 
ment such as the soil- and water-conservation loans and special assist- 
ance to low-income farm families. In making and publishing soil 
surveys we are endeavoring to bring to more current status the work 
undertaken and there is need for accelerating Service work in the 
Great Plains area where wind erosion continues to be serious. Weare 
asking for an increase of slightly over $2 million under the conserva- 
tion operations appropriation item to enable us to keep the service 
level of assistance to soil-conservation districts more fully in accord 
with needs, and to meet demand on the Service for special services in 
connection with the Great Plains program and the rural development 
program. 

Watershed protection is becoming an increasingly important phase 
of the Department’s soil- and water-conservation program. This work 
deals primarily with the problems of water management in small 
watersheds and provides a basis for local-State-Federal cooperative 
effort in solving these problems. Watershed plans are developed with 
the local people. In these the soil- and water-conservation measures 
needed on the individual farms or ranches are correlated with the 
watershed protection needs of the whole watershed community. Cost 
sharing and maintenance responsibilities are also defined. Work in 
the pilot projects is moving ahead as rapidly as the local people are 
willing and able to go. 


By about May 1 the Soil Conservation Service had received a total - 


of 477 applications from local groups in 45 States, for watershed plan- 
ning assistance under authority of. the Watershed Protection and 
Flood Prevention Act of 1954. Authorization has been given to pro- 
vide planning assistance in 158 watersheds in 44 States. It is expected 
that 35 work plans will be prepared and submitted to the Congress 
by the close of the current fiscal year and that installation of works 
of improvement will actually begin this year on about 15 of this group. 
Of the total increase of about $4 million requested under the water- 
shed protection appropriation item, approximately $334 million would 
be used to meet the Federal Government’s share of the contractual 
costs of planned works of improvement and for technical assistance in 
the development of watershed work plans and application of land- 
treatment measures. 

The remaining $250.000 of the increase would be used to place on 
a full-year basis in 1957 the surveys and investigations work initiated 
this year, to provide needed interagency coordination of water re- 
sources programs. Our principal effort at the present time is concen- 
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trated on the review of the lower Mississippi Valley and tributaries 
project. The amount in the budget is what we expect to spend 
normally in this river basin coordination work which is carried on 
under authority of section 6 of the Watershed Protection and Flood 
Prevention Act of 1954. From time to time it may be necessary to 
make shifts in funds to temporarily increase this amount. For ex- 
ample, since the budget was prepared the President has approved 
the upper Colorado storage project (Public Law 485) and the Depart- 
ment is expected to undertake investigations in the upper Colorado 
Basin to provide necessary coordination of agricultural programs with 
programs of other agencies and organizations in that area. 

The installation of flood prevention works of improvement in most 
of the 11 watersheds authorized by the Flood Control Act of 1944 
needs to be speeded up. An increase of $700,000 is requested for this 
purpose. The local people in the watersheds primarily concerned 
have secured necessary easements and rights-of-way and have fur- 
nished assurance that cost-sharing and maintainence requirements will 
be met. 

No funds were appropriated last year for development work in 
water conservation and utilization projects as there were sufficient 
unobligated balances from prior years to finance this work. It is 
necessary that we request an appropriation of $232,000 for 1957 which 
will enable us to continue development work on the last remaining 
project at Eden Valley, Wyo., at the current level of operations. 

Gentlemen, I am very happy to have had this opportunity to present 
to you the budgetary needs of the Soil Conservation Service. Soil and 
water conservation is a great and important work and the Department 
directs a substantial part of its total efforts to it. This must be a 
sustained program. Better land use and better farming are closely 
a Both lead to better living—for farmers and for all 
of us. 

Mr. D. A. Williams, Administrator of the Soil Conservation Service, 
is here to present in more detail facts about the budget estimates for 
the Soil Conservation Service and the work we are carrying on through 
that agency. 

I have only attempted to touch upon a few highlights. Mr. Williams 
and his associates are before you and will be glad to furnish further 
details. 

STATEMENT OF ADMINISTRATOR WILLIAMS 


Mr. Wuirren. We will be glad to have your general statement, Mr. 
Williams. 

Mr. WirutAMs. Mr. Chairman and gentlemen of the committee, the 
budget justifications supplied to the committee contain a detailed dis- 
cussion of the activities of the Soil Conservation Service and our 
budgetary needs for 1957. However, I appreciate the opportunity to 
present a statement to supplement the information already available 
to you and to answer questions or furnish additional data that you 
may desire in support of the Soil Conservation Service budget items. 


INCREASING WORKLOAD UNDER CONSERVATION OPERATIONS 


The conservation operations item is the one under which SCS pro- 
vides technical assistance to farmers and ranchers through soil con- 











1924 


servation districts. At the close of the fiscal year 1955 the Service 
was assisting 2,674 conservation districts which included about 90 
percent of all the farms in our country. Last year nearly 136,000 more 
farmers began cooperating with their soil conservation districts. This 
brought the total number of district cooperators up to more than 
114 million. 

During the past year we gave a great deal of emphasis to the need 
for assisting district cooperators in developing basic farm or ranch 
conservation plans. ‘These plans, as you know, provide for proper 
use and treatment of all parcels of land on a farm, and are basic to the 
development of a well rounded conservation program on any farm or 
ranch. More than 78,000 of these basic conservation plans were 
developed in the fiscal year 1955, bringing the total of basic conserva- 
tion plans to just over 1 million. 

Our major item of work this year, as in the past, has been in helping 
district cooperators plan, apply, and maintain needed conservation 
practices on their land. In the fiscal year 1955, the SCS actually 
assisted slightly more than 1 million farmers or ranchers. Of this 
total, 875,000 cooperators applied one or more conservation practices 
to their land. 

It is worth pointing out that a work-unit conservationist—our local 
technician serving the district—on the average faces a potential work- 
load of about 1,730 farm operating units of which 580 are already 
cooperating with the district. 

The actual workload of the Service involves providing soil survey, 
planning, and application assistance to new district cooperators, 
followup assistance on practice establishment and plan adjustments 
with existing cooperators, and providing such assistance where change 
in farm ownership or operators requires supplemental technical aid. 

You will note in the budget estimates that we have instituted and are 
placing great emphasis on a large number of production management 
techniques aimed at increasing efficiency and thereby enabling us to 
serve more farmers and ranchers. We are also making every effort 
to encourage districts to enlist help from all possible sources in addi- 
tion to the SCS. These efforts are already paying off, and we have 
good reason to believe they will be considerably more productive than 
they have been so far. 


SPEEDING UP SOIL SURVEY WORK 


Emphasis was given to speeding up the soil survey in the report of 
the Great Plains Agricultural Conference, Denver, Colo., May 31 to 
June 2, 1955, as guides to a successful long-range program in the 
Great Plains. This report contained the suggestion that the soil 
survey should be completed as early as practicable consistent with the 
availability of resources and personnel. Of the 135 million acres 
comprising the 166-county area designated as the severe wind erosion 
part of the southern Great Plains, about 40 million acres are now 
covered with adequate soil surveys. This leaves 95 million acres 
remaining to be surveyed. 

At the beginning of this fiscal year about 30 additional soil scientists 
were assigned to accelerate the soil-survey work in the severe wind 
erosion area of the southern Great Plains. Even so, the need for 
further accelerating soil-survey work in this area continues great. 
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Despite our current effort to speed up soil surveys in the southern 
Great Plains, there is need for an even greater rate of mapping in order 
to meet the need for soils information as a sound basis for developing 
and carrying out technically sound plans for farms, ranches, and 
watersheds for the protection and improvement of our soil resources, 
as well as a basis for extending credit, implementing various land use 
adjustment programs, and similar activities. 

Since the consolidation of all soil work within the Soil Conservation 
Service, we are in the process of reorganizing many of the older soil 
surveys to carry out commitments ms ide for developing a standard soil 
survey for the United States. This requires added attention to the 
development of soil classification and soil survey legends so that the 
resulting soil maps are not only adequate for farm and ranch conserva- 
tion planing, but also adequate for all the many other uses made of 
them by other State and Federal agencies and the public generally. 

In some soil conservation districts there is still some backlog of soil 
surveys, but in an increasing number of districts throughout the 
United States, lack of soil surveys is becoming a factor in limiting 
assistance to an increased number of district cooperators 


SERVICING THE AGRICULTURAL CONSERVATION PROGRAM 


We believe we are making good progress in discharging the responsi- 
bilities assigned to SCS in the agricultural conservation program. 
During 1955 the Soil Conservation Service provided technical services 
to ne rly a half million farmers and ranchers who received cost- 
sharing assistance on permanent-type practices under the ACP. Two- 
thirds of these were district cooperators. 


I am fully convinced that our efforts have resulted in a more wide- 
pees application of effective and enduring conservation measures on 
the land through ACP cost sharing. Generally speaking, we have 
been able to service ACP referrals with less delay than in earlier years. 
We have learned how to handle this added workload much more effi- 
ciently and effectively. 

About two-thirds of the cost of these services in 1955 were financed 
through transfer of funds from the ACP under the 5 percent transfer 
authority contained in the ACP appropriation language. The other 
one-third of the cost of this work was financed with funds available 
under the SCS conservation operations appropriation. Transfer 
agreements were signed with 2,843 counties, including 13 in the Terri- 
tories. Obligations of 5 percent ACP funds transferred amounted to 
nearly $6 million in the fiscal year 1955. 

As an indication of the demand for SCS technical services, the State 
Agricultural Stabilization and Conservation Committee in 33 States 
and 2 Territories have requested SCS to provide technical help on 
practices in 1956 in addition to the specific requirements of the 


National ACP Bulletin. 
3UDGET INCREASES UNDER CONSERVATION OPERATING ITEM 


We believe that considering the total and increasing workload, the 
net increase of $2,172,255 we have requested under the conservation 
operations appr opr lation item is modest. Thissum would enable us to 
(1) serve the new soil conservation districts that we expect will be 
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organized in the 1957 fiscal year (+$846,500) ; (2) provide additional 
staff and accelerated assistance with soil surveys and interpretations, 
farm and ranch conservation planning, and land treatment in those 
areas selected for giving special attention to the problems of low- 
income farm families (+$477,600) ; (3) speed up the making of soil 
surveys and provide urgently needed assistance with planning and land 
treatment in areas where erosion, water conservation, and land-use 
problems are critical, such as in the southern Great Plains (+$724,- 
165); and (4) speed up may compilation and the preparation and 
publication of soil maps and survey reports (+$208,355). 

The estimate includes a proposed reduction of $84,365 due to the 
fact that a direct appropriation to the General Services Administra- 
tion is being requested for certain leasing costs formerly paid from 
the conservation operations appropriation. 


PROGRESS IN PILOT WATERSHEDS 


Now I would like to report on the progress we are making in our 
pilot watersheds under the watershed protection appropriation item. 

At the time of the hearings on the 1954 agriculture appropriation 
bill when the pilot watershed protection program was under dis- 
cussion, it was estimated that the Federal cost of the watershed im- 
provement measures described in the flood prevention survey reports 
of the watersheds being considered would be $28,706,000. These survey 
reports were based on a very general examination of watershed condi- 
tions, soil types, economic situation, and so forth, and the best esti- 
mate at the time of the conservation measures necessary to provide 
for the proper use of the soil and water resources of the areas. Origi- 
nally there were 48 projects but others were subsequently designated. 
At the present time we are working in a total of 58 pilot watersheds. 

Before construction work could get underway on any of these 58 
watersheds it was necessary to make detailed soil surveys, deep soil 
borings to determine suitability of foundation materials for structure 
sites, prepare structure designs and specifications, and so forth, and to 
wait for the necessary easements and rights-of-way to be furnished 
by local interests. In many cases the local people involved were unable 
to supply the easements and rights-of-way or to assume their share 
of the costs and responsibilities, which required changing the structure 
sites or perhaps installing multiple-structure systems rather than a 
single structure. Most of these details have been resolved, but there 
will probably still be some minor changes necessary as work progresses. 

The change in number of watersheds and in the work plans of 
some of the watersheds, an increase in construction costs of approxi- 
mately 10 percent since the estimates were first made, and the increased 
costs due to the Federal Employees Salary Increase Act of 1955 have 
made it necessary to revise the cost estimates for the pilot watershed 
program. Present work plans will require a Federal expenditure 
of about $31,800,000 to complete the projects rather than the original 
estimate of $28,706,000. 

Another change that has been necessary in the pilot watershed pro- 
gram is the extension of the program completion date to 8 years from 
the 5 years originally estimated. The planned construction work on 
many of the projects will be completed before the end of the 5-year 
period and on all projects by the end of the eighth year. Of course, 
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evaluation studies on these watersheds to determine the effectiveness 
of the measures installed will be carried on for some time after the 
structures and planned land treatment are completed. 

A work plan has been completed or essentially completed for each 
of the 58 pilot watersheds. Structural works of improvement and land 
treatment measures are being installed in all projects in accordance 
with these work plans. 

As of December 31, 1955, a total of 186 of 565 planned floodwater- 
retarding structures and 1,267 of 4,877 planned stabilization and 
sediment-control structures had been installed or were under con- 
tract on the 58 pilot watersheds. Ejighty-one miles of stream-channel 
improvement and 9 miles of diversion ditches and dikes have been 
completed or are under contract. One hundred and sixty-three miles 
of roadside erosion control, 6,726 acres of grass, and 2,952 of woody 
plants had been installed or were under contract for the stabilization 
of critical areas. 


WATERSHED-PROTECTION ACTIVITIES UNDER PUBLIC LAW 566 


There has been widespread interest developing this past year in 
watershed-protection work authorized by the Watershed Protection 
and Flood Prevention Act of 1954. 

Assistant Secretary Peterson has already told you about the 477 
applications for planning assistance we have received and progress 
we are making in preparing work plans.’ Approximately 300 addi- 
tional proposals for watershed planning assistance are being prepared 
or have been submitted to State agencies for approval. We are in- 
clined to believe that the SCS will probably receive a total of about 
250 applications for assistance during 1956 and a like number in 

Besides the interest of local people indicated by these applications, 
the State governments have taken a number of actions indicating their 
official interest and support. For example, the Governors of every 
State in the Union have designated a State agency to consider and 
approve applications for watershed work in their respective States. 
In 21 States 40 pieces of special legislation have been enacted since 
Public Law 566 was passed to further cooperation between State and 
local agencies and the Secretary of Agriculture in the development of 
watershed projects. In all but five States, either opinions from the 
State attorney general or amendments to the State soil conservation 
district law have established the fact that soil-conservation districts 
are legally qualified to carry out, maintain, and operate works of im- 
provement under Public Law 566. 

Watershed-work-plan parties have been established to serve the 
States in preparing work plans. We propose to add a few more plan- 
ning parties in the 1957 fiscal year to serve those States which do not 
yet have a full party. With these planning parties in full operation 
we believe we can pretty well keep up with the watershed planning 
load presently expected. 

At the present time it appears that we will be able to begin installing 
works of improvement on 15 watersheds before the end of this fiscal 
year. Work will begin next year on other watersheds as quickly as 
they are cleared for operations, local project sponsors are able to pro- 
ceed, and required Federal assistance is made available. 
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Of the increase of $4,005,935 provided in the budget estimate under 
the watershed protection appropriation item $3,755,935 is planned for 
this assistance to local organizations in watershed planning and in- 
stallation of works of improvement. 


COORDINATION OF WATER RESOURCES PROGRAMS 


It is highly desirable that the Department of Agriculture par- 
ticipate in the development of overall water resources programs for 
the watersheds and rivers of the country. The need for this participa- 
tion is recognized in section 6, Public Law 566, which authorizes the 
Department of Agriculture to cooperate with other Federal, State, and 
local agencies to make investigations and surveys of the watersheds of 
rivers and other waterways as a basis for the development of coordi- 
nated programs. 

Because no requests for such cooperative surveys had been made to 
the Department at the time the 1956 fiscal year budget was prepared, 
funds were not requested for this activity. Since that time the Corps 
of Engineers, Department of the Army, has asked the Department 
of Agriculture to cooperate in the review of the lower Mississippi 
Valley and tributaries project. Participation by the Department in 
this review will provide a means whereby the agriculture phases of 
this important farming area may be considered in the development 
of proposals for a comprehensive land and water resource program. 
The cost of the review by the Department is estimated at $643,000, to 
be expended in the fiscal years 1956-58. 

The sum of $250,000 has been budgeted in the 1956 fiscal year to 
begin the survey on the lower Mississippi project and to provide for 
minimum departmental representation in a number of other large 
river basin areas. This amount is available from funds that were 
appropriated for watershed planning and works of improvement. 

The estimate of $500,000 for the fiscal year 1957 was the amount 
needed to finance the work contemplated on a full-year basis when the 
budget was prepared. This is a base amount—the minimum that is 
needed each year to carry out the Department’s responsibility under 
section 6 of the Watershed Protection and Flood Prevention Act. 
We have been aware of the fact that there will be need occasionally to 
increase this figure to take care of special situations. Mr. Peterson re- 
ferred in his statement to the recently approved upper Colorado stor- 
age project (Public Law 485), which is just such a case. The Depart- 
ment has been requested to make surveys and investigations of specific 
areas in the upper Colorado Basin that are planned for water resource 
and agricultural development in order to assure coordination of its 
work with the programs of the Department of Interior and the respec- 
tive States. To meet this need it will be necessary to use upward of a 
million dollars instead of the $500,000 base amount contemplated when 
the budget was prepared. This amount we believe will be available 
from the watershed-protection appropriation item without curtailing 
planned installations. 


FLOOD PREVENTION WORK ON 11 AUTHORIZED WATERSHEDS 


By the end of the 1955 calendar year, the Service had completed 
work plans on about 46 percent of the total area included within the 
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11 authorized flood-prevention watersheds. At the same time, 484 
floodwater-retarding structures, 4,456 stabilizing structures, and 244 
debris basins had been installed or contracted. Sediment-producing 
areas were given special treatment including over 8,000 acres of grass- 
legume seedings, more than 63,000 acres of woody plants, and some 
1,/00 miles of highway erosion-control work. 

The installation of land-treatment measures has been accelerated. 

Some of the totals are worth mentioning, for example: 

(a) 46,000 acres have been contour strip-cropped ; 

(6) 1,620,000 acres are now contour-farmed ; 

(c) 27,000 acres are planted to trees; and 

(d) 84,000 acres of existing woodlands are now properly pro- 

tected. 

Besides this, we have assisted landowners to install 5,200 miles of di- 
versions and 55,000 miles of terraces. 

Generally speaking, wherever heavy rains have occurred, the instal- 
lations have done the job for which they were designed—and done it 
well. 

In the meantime, the experience we have gained so far has enabled 
us to increase substantially the rate at which subwatershed work plans 
and detailed designs and specifications can be produced. The spon- 
soring local organizations in most of these watersheds are now well 
established and able to function much more efficiently. 

In a number of the watersheds the local people have demonstrated 
their ability and indicated their willingness to participate at an ac- 
celerated rate, definitely faster than available funds will permit the 
Service tomove. Some of these watersheds are the middle Colorado of 
Texas, the Coosa in Georgia, the Potomac near Washington, D. C., the 
Trinity of Texas, and the Washita of Oklahoma. The work in these 
watersheds is currently behind original installation schedules. 

The budget includes a $700,000 increase under the flood-prevention 
appropriation item to enable us to accelerate the installation of flood- 
prevention works of improvement and conservation land-treatment 
measures on these watersheds. 


WATER CONSERVATION AND UTILIZATION PROJECTS 


During the fiscal year 1955, the development of irrigation farming 
units on the Angostura, 8. Dak., project was completed. However, 
because of the failure of the siphon which was to convey water to a por- 
tion of the project area it was impossible to sell the remaining farm 
units until repairs had been made. <A small amount of cleanup work, 
primarily releveling, was done last fall and in the spring some work 
must be done on a few farm units where the application of irrigation 
water has caused settlement of the land. The remaining farm units are 
to be sold before the 1956 crop year. The project office will be closed 
by June 30, 1956. 

The Eden Valley, Wyo., project is the only other uncompleted proj- 
ect. On this project negotiations were completed in May with the 
Department of the Interior for the exchange of certain of the project 
lands for public domain lands held by that agency. Negotiations are 
continuing for the exchange of additional lands with lands held by the 
State of Wyoming. These land exchanges are being made pursuant 
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to Public Law 377, approved May 28, 1954. They will make possible 
the development of lands much more suitable for irrigation than those 
in the original project area. 

Because of the delay in getting full-scale land development under- 
way, plus the need to establish a new pattern of irrigation farming 
units, it is now clear that the completion date for all land development 
work and final sale of farming units on the Eden Valley project must 
be extended into the 1962 fiscal year. The Budget Bureau recently 
approved a revised project cost estimate in the amount of $2,340,000. 
The previous project authorization of $1,529,000 was based on planned 
development of the lands included in the original project pattern, and 
on engineering estimates prepared in 1948. Since that time, the costs 
of operation have increased substantially and some of the survey work 
completed for the original lands will need to be extended to the new 
area. Work on this last Wheeler-Case project will be carried on to 
completion at the most efficient rate possible. 


RESEARCH NEEDS IN SOIL AND WATER CONSERVATION 


As I mentioned when I appeared before this committee last year, the 
Agriculture Research Service now has responsibility for all soil and 
water conservation research. We submit each year to the Administra- 
tor, ARS, a report of our needs and receive in return from him a report 
on studies in progress and results obtained to date. 

The ARS has two increase items in its budget request this year which 
directly affect our work. One is the $1,055,000 increase for intensify- 
ing work on soil and water conservation research and the other is the 


$872,000 to expand economic research. This information is urgently 
needed by our technicians in their work of assisting farmers and ranch- 
ers to develop farm or ranch conservation plans, to make necessary 
land-use adjustments, and to apply soil and water conservation 
practices. 

We desire particularly to support these items in the ARS budget 
estimates. 


SCS IS MOVING AHEAD 


Gentlemen, we have a big job to do and are moving ahead steadily 
with our program of providing technical and other help to the farmers 
and ranchers of the country in planning, applying, and maintaining 
soil and water conservation measures on the land. This is being done 
by making improvements in our organization at all levels, by increasing 
the efficiency of our workers, by seeking better ways to do each task and 
eliminating nonessentials, and by encouraging the local people to 
assume their fair share of the burden. 

The increases proposed for the Soil Conservation Service in the 
President’s budget are the minimum essential to sound soil and water 
conservation program. We urge your favorable consideration of our 
requests. 

That is the extent of my formal statement. I shall be glad to 
attempt to answer any questions the committee may have regarding the 
work of the Soil Conservation Service and the 1957 budget estimates 
for our work. 
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CONSIDERATION OF POSSIBLE IMPACT OF SOIL-BANK PROGRAM ON TECHNICAL 
ASSISTANCE ACTIVITY 


Mr. Wuirten. Mr. Williams, turning now to the problem facing 
this subcommittee, we have just passed through the House, as we are 
all aware, the soil-bank program for the coming year. 

Could you briefly tell us what the impact will be as you people en- 
vision it of this soil-bank program on the need for technical assistance 
from the soil conservationists in these various areas. Has any thought 
or attention been given to that during the months this soil-bank pro- 
gram has been up for consideration ? ett 

Mr. Wit1iaMs. Yes, there has been. The final determination, of 
course, could not be made by the Secretary as to the exact assignment 
of responsibilities until final legislation was available. 

However, various agencies of the department have been working 
trying to keep pace with developments in the Congress with respect 
to proposed procedures and policies. 

It seems like—and Mr. Peterson may wish to supplement this in 
part—that the soil conservationists will be called upon by farmers and 
ranchers across the country, and within the department by the Secre- 
tary, to provide technical information and assistance in connection 
with program formulation somewhat similar to the development of 
the agricultural conservation program. 

As an example, I might make this comment: Just a few days ago 
I learned from one of the areas in central Illinois from one of our 
local technicians that since discussion of the soil-bank proposal had 
been under consideration there has been an average of 10 to 15 farmers 
a day dropping into the office to ask questions about the suitability 
of the soil and other things they thought would be helpful to them 
in the event they needed to make decisions with respect to placing 
land in either acreage reserves, or conservation reserves. 

Mr. Wuirten. I appreciate that information. My question was 
not directed to having you get involved in what the Secretary should 
do as to the assignment of the job under the soil-bank program. I 
think you covered that very nicely. 

The real point was directed to what you felt would be the demand 
on the soil conservationists in the local districts and in the States. 

Is any other agency of the Government at the present time main- 
taining such technicians on a regular basis except the Soil Conserva- 
tion Service? 

Mr. Wii11aMs. Other agencies are not devoting their time to this 
particular subject entirely. 

Mr. Wuirren. It follows that whoever has this task in the Depart- 
ment’s organization, the job of actually working out practices in the 
field, it would fit right into the type of work that your soil conserva- 
tionists or conservation districts are now doing. 

Mr. Pererson. That is very evident. I think there are two things 
that need to be kept in mind. The first is we have an ongoing pro- 
cram of soil conservation and water conservation work, including 
the assistance to district cooperators and our watershed protection 
and flood prevention work. Those ongoing programs are financed, 
as you know, through regular appropriations approved by this com- 
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mittee and by the Congress. Those ongoing programs need to be kept 





separately and distinctly identified from programs that may be as- 
sociated with the soil bank. 

By the same token, the soil bank, so far as it contributes to con- 
servation, must have technical guidance, and it can only come from 
the technical agency which is the Soil Conservation Service. It would 
therefore seem logical by whatever means the soil-bink program is 
financed, there mus* be authority to include out of that financing such 
funds as the Soil Conservation Service and the other technical agencies 
may need to provide the technical services that will be required to 
male the soil-bank program function most effectively. 

Mr. Wurrren. In other words, you clearly see that there will be a 
terrific impact and demand for this technical assistance if the soil- 
bark rrogram is to work. 

Mr. Prrerson. We believe that to be true. 

Mr. Wuirren. For a number of years we had quite a problem in 
trying to resolve the differences between the agricultural conservation 
program and the soil conservation program. I do not mean in the 
work, or the people at the local level, but between the advocates of 
the ‘wo programs. The advocates of the agricultural conservation 
program thought it was the complete answer, and the advocates of the 
soil conservation program thought it was the complete answer. At 
that t'me it developed that the agricultural conservation program was 
more or less duplicating in some fields and some areas. The agricul- 
tural conservation program was setting up its own technicians to a 
limi ed degree. 

The Congress felt that that was not the proper way to do it, and in 
many cases could show that the agricultural conservation program 
people were not as well founded, or did not have the proper back- 
—- The committee tried to resolve that problem through the 
years by giving the technical work entirely to the soil conser “vation 
people and in turn trying to keep the agricultural conservation pro- 
eram in another field of activity. That was the basis for the trans- 
ferability of 5 percent. It was so that the agricultural conservation 
pregram could make money available to the technical group in case 
they needed the help, and it was agreed on at the local level. 

Now, that raises the thought ‘that the problem might arise again 
with the soil-bank program ‘unless the C ongress, through this com- 
mittec’s ac‘ion, were to properly handle the Soil Conservation Service 
so that they could meet the technical needs. Otherwise, we invite the 
creation of a separate set of technicians similar to what we had on a 
limited scale a few years ago.’ 

Mr. Pererson. The Congress was eminently correct in holding the 
view that the technical services should be centered in one agency. 
As you know, at the present time, the Soil Conservation Service is 
providing the technical services to the agricultural conservation pro- 
gram. Both programs are complementary. They are both conserva- 
tion programs. The services of one must not duplicate the services 
of the other. We do not believe they are doing so at the present time. 

Mr. Wuirren. That is my understanding. “T can see with this big 
pregram coming on over a few months’ period that it might tend to 
bring back the old conditions unless we are very careful how we 


handle it. 
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Mr. Prrerson. It seeds to be watched and guided, I think, very 
carefully. The Agricultural Act of 1956, as it passed the Congress, 
carries this language: 


All funds available for varrying out the purposes of this title shall be avail- 
able for transfer to such agencies of the Federal or State Governments as the 
Secretary may request to cooperate or assist in carrying out this title * * *. 

I think that expresses as well as I could express the thought that we 
have in mind that I referred to earlier—that whatever funds are 
made available, and from whatever source they are available to finance 
the soil-bank program, if and when it is enacted, must be available to 
transfer to the technical agencies to provide the technical services, in 
this case the Soil Conservation Service. 


NEED FOR STRENGTHENING OF SOIL CONSERVATION SERVICE 


Mr. Wurrren. Now, the soil-bank bill has several parts in it, part 
of which is forestry and part of which would last for a long period 
of years. It would lead me to question as to whether or not we should 
not give attention to strengthening the Soil Conservation Service. 
When I say “strengthening” I mean making it possible for that service 
to have regular employees in a regular organization rather than by 
transfer from CCC. 

Would it be extremely difficult to get technicians on a basis where 
they could see only a 1-year program, or would it help if we imple- 
mented the existing organization so you would set up regular people 
under your regular district bs asis, knowing that the wor kload is going 
to increase ? 

Mr. Pererson. On that point, Mr. Chairman, I should like to have 
Mr. Williams comment further. 

It is difficult at this time to determine what level of personnel and 
capabilities we will need to carry out the soil-bank program. I think 
it would be entirely feasible if we could have some experience behind 
us to provide a regularly supported technical service as well as the 
needs to be provided to complement this whole program. 

At this particular time I question whether we would be able to 
recommend an appropriation within the regular SCS appropriation 
to tie in with the soil-bank program because, frankly, we do not know 
the size workload that will be involved. That is why I said earlier 
at this time there should be a provision for transfer from whatever 
funds finance the soil-bank program in its initial stages. 

Mr. Wuirren. It is my view that the soil bank, judging from the 
vote in the House and judging from the earlier vote in the Senate, can 
almost be taken for granted, I think, in the sense that such a program 
will eventually become the law. I may be getting far afield in presum- 
ing the president will sign it. It is not that I question his serious 
attention to it, but I do not know whether one is supposed to guess 
the President will sign a bill or not guess in that field. 

[ will carry that further. If the bill becomes the law the workload 
of the Soil Conservation Service is bound to be greatly increased. 
On the other hand, if the soil bank and all of its parts does not be- 
come the law, with the many claims for it and the public support it 
has, if we do not have that law we would have to use existing law. 
The way I look at it, either way you take it we can see the public 
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demand will require an implementation of the soil conservation ac- 
tivities in this country; whether through the regular program, if that 
is all we should have if the law fails, or through the regular pro- 
gram plus the Jaw in case it becomes a law. So in either circumstance 
I think we should try to strengthen the existing activities. 

I would agree with you further that when something new comes on 
the horizon you cannot go all out to meet all possibilities. I think it 
would be a mistake to try to implement by appropriation the regular 
activities to the point of meeting everything. A happy medium, where 
there is some strengthening plus availability of transfer, would prob- 
ably be the soundest approach this subcommittee could take. 

Mr. Pererson. That certainly has merit, it seems to me, Mr. 
Chairman. 

I think your observation that the interest in soil conservation by 
farmers and farm people is growing, as it is among all the people in 
the country, is true. We will comment on it further when we are 
before you with the ACP appropriation. 

I can say at this time that the interest and participation in the ACP 
program currently seems to be growing quite rapidly. Of course, as 
that program enlarges, as we think it will, there will be further de- 
mands upon the Soil Conservation Service for technical services. 

Now, with respect to the 5 percent transfer funds, as you know, those 
transfers are being made on a county basis at the present time. We 
are finding in some counties that there is very substantial need for 
technical services in connection with the ACP program, and in other 
counties those services are less substantial. We find in some cases the 
SCS underwriting a portion of the cost of those technical services out 
of its regular funds, whereas in other counties there are more than 


ample transfer funds. That, too, is a problem. 


COOPERATION WITH FOREST SERVICE 


Mr. Wuirten. To get into another field, I was very much disturbed 
by—and this subcommittee was very much opposed to—the transfer 
of the forestry appropriation from this subcommittee. Personally, 
I am very proud of the Forest Service and proud of having worked 
with it for many years. My objection does not come so much in a 
pride of jurisdiction or a question as to who is going to say what is 
done, but rather from the fact that through the years I have learned 
of the close relationship in many fields of the SCS work and the 
Forest Service activities. 

I could go back further and say that before I became a member of 
this committee we had a terrific job trying to get some of your soil 
conservation work in these 11 old watersheds completed because of 
the differences that arose between the Forest Service and the Soil Con- 
servation Service. The Forest Service insisted that you had to buy a 
whole lot of land and let them do their part of the work before the 
Soil Conservation Service had any authority. 

It took me years to get that logjam broken. What is disturbing 
me now is that I am beginning to hear reports that we are beginning 
to have some other differences arise between the Forest Service and 
the Soil Conservation Service, perhaps at the local level, but maybe 
higher up. I donot know. I just wondered what the story was. 
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Mr. Perrerson. Certainly it is possible for there to be a difference 
of opinion between different agencies with respect to the same subject 
at. different times. 

I have no reason to believe that the existing cooperation between 
the Forest Service and the Soil Conservation Service is not excellent. 
I should say that some of the State forestry people have raised ques- 
tions with me about the Soil Conservation Service engaging in what 
they claim to be forest practices. 

The Soil Conservation Service renders assistance to farmers and 
ranchers who own land that is in forest cover. We think it fully ap- 
propriate that the Soil Conservation Service technicians should render 
assistance to those farmers and ranchers in the simple forest practices. 
It is the policy and practice of the Soil Conservation Service, when 
they run into technical problems of forestry, to refer those problems 
to the technical forest agencies. 

So far as I have been able to observe, Mr. Chairman and gentlemen, 
there is no conflict between the Soil Conservation Service and the 
Forest Service which has come to my attention. 

Mr. Wuirren. I am glad to know that. Of course, I hold Mr. 
McArdle of the Forest Service and the other people I have worked 
with for many years in the very highest esteem. 

Their interest in conservation and what you tell me bears out my 
own feelings as to their willingness to cooperate, in the whole group. 

I would like for the record to show that we on this subcommittee 
insisted that the Soil Conservation Service continue to render the 
maximum help and assistance on the type of problems you have men- 
tioned. I have always felt that this soil-conservation need, particu- 
larly in these thinner areas and watershed areas, is so great that the 
people can take all the help they can get from the ACP program, 
which helps with cost; from the Soil Conservation Service, which can 
help with their problems, including forestry matters; and also all 
help they can get on forestry. After we have all of that help. 
progress is slower than many of us would like to see it. 

Mr. Pererson. I could not agree with you more, Mr. Chairman. 
There is no thought in our minds of excluding by any action whatso- 
ever the furnishing of technical or simple forestry assistance to farm- 
ers and ranchers through the SCS program. 

As I indicated, when our SCS people run into technical forest 
problems, those will be referred and are being referred to technical 
forest agencies. 

Mr. Wuirtten. Two other questions arise in my mind. 

Mr. ANDERSEN. Would you permit just one observation, Mr. Chair- 
man ? 

Mr. Wuitren. Yes, sir; Mr. Andersen. 

Mr. Anpersen. As you have stated, it is a matter of regret to me 
also, that the Forest Service has been taken from the jurisdiction of 
this subeommittee. I sincerely hope that in the near future we can 
get it back. 

Mr. Wuirren. I thank the gentleman. Certainly I would insist 
that that part of the forestry program which has to do with farm 
forestry, otherwise described as a part of the forestry activity separate 
and apart from the national forests and the Forest Service proper, 
fits right into the soil-conservation program and I think it could be 





1936 


handled better if it were in the same committee up here, whichever 
committee might handle it. I think it is a program that fits together, 
where it will be most difficult through the years not to have differences 
arise just because different people are handling it. 

Mr. Pererson. I think it would be inappropriate—and I am sure 
you would agree it would be inappropriate—for us to comment with 

respect to jurisdiction, Mr. Chairman. 

Mr. Wuirren. That is right. 

Mr. Pererson. But I would say this: Whether it is trees or grass 
or crops, all of them are products of the land. The way that land 
is handled contributes or fails to contribute toward conservation, 
including the intelligent use of the land and the conservation of water. 
It is obvious that all of those programs are interrelated. 

That is why we in the Department have pulled together from time 
to time, through operating committees and by consultation and 
through studies of the policy point of view, information toward get- 
ting the most effective use in this conservation effort out of all the 
agencies; the Forest Service, SCS, ACP, Research, Credit, and so on. 
That is done so that we can use funds that the Congress has provided 
as effectively as we know how. 

Mr. Wuirren. I think you are thoroughly right not to comment on 
that jurisdiction matter here, but we are about as guilty in Congress 
about creating problems by having separate jurisdictions and various 
things as some of the departments are. It is just one of those things. 
It is not a question of personal difference. When you work with one 
phase of it and see that phase all the time, it does not fit in with the 
ideas of another group seeing another ph: ase, and vice versa. It is 
just one of those things that happens i in the nature of things that we 
have to contend with. 

Mr. Pererson. I have seen conflicts in agencies at various levels in 
Gover nment, Mr. Chairman. As you know, I have only been here 
a year and a half, or thereabouts, but I cannot help but express my 
gratification at what I think is the very excellent cooperative attitude 
between our agencies in the conservation field. I have been very 
pleased because, as you know, most of those agencies come under my 
jurisdiction. 

Mr. Wuirren. We have been highly pleased. We hope there has 
been a contribution by this committee, because 18 years ago much effort 
was given toward trying to bring those things about. 

May I say again that a whole lot of the problem i is not as much in 
the Department as it is with the general public, where each group has 
its own supporters. Much of the division was outside the employees 
of the Department. 

Mr. Prererson. As I study the history, Mr. Chairman, I have come 
to the conclusion that this committee of the C ongress has been most 
helpful and constructive in its approach. 

Mr. Wurrren. That statement is of course greatly appreciated. 


Forest SEEDLING AND Nursery ProcraM 


Now we turn to another subject which I think it would be well to 
develop. This big soil-bank program and the Forest Service has 
been much in the press and otherwise, with statements made about 
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inadequate seeds and seedlings to meet such a program. Again I can 
say that frequently many folks have not had for esight to see what is 
needed in the future. That is also natural. 

Some several years ago this committee got into the forestry appro- 
priatiron and found that a great deal of money was being spent not 
only there but from privatg sources and throughout the country toward 
promoting the setting out of seedlings and trees, but there were not 
any. It was this committee which set aside, to start with, $200,000, 
I think, in a shift of funds, to strengthen and build up the number 
of a si available. With time we tried to implement that. 

I doubt whether anybody could have been foresighted enough to 
have had enough supplies 1 in sight to meet the treme endous soil-bank 
program as is contained in this law. However, I would like to know 
what action has been taken on the nurseries of the Soil Conservation 
Service and those which were formerly operated by it. Some of them 
the Bureau of the Budget recommended you get rid of, and some of 
them were gotten rid of. I want to know how many continue to oper- 
ate, who is operating them, and what this committee can do to make 
certain that. every nursery we formerly had is:-kept in full operation. 

I am not trying to say that we should take them back from the 
States where the State is carrying them on and the benefits are avail- 
able, but we must get back to the ‘for mer level, if not ahead, in having 
nurseries to supply these things which the soil bank and other soil- 
conservation programs will require. 

Mr. Prerrerson. With respect to nurseries or the vegetative observa- 
tional program, I have tried to look into that with some detail, Mr. 
Chairman and gentlemen. I have talked to soil-conservation district 
supervisors and to our field people in the Soil Conservation Service 
and with our staff people here. I asked Mr. Williams to develop a 
program for these nurseries that he and his technical people felt would 
meet the needs for observational studies of vegetative matter, which 
has a place in the soil-conservation effort. His recommendations are 
now on my desk. 

I anticipate that we will not only restore this nursery program— 
and I am not sure “nursery” is the right word—but we will restore 
that program and enlarge it to some degree. I cannot make that cate- 
gorical commitment to you at this moment, but the program is under 
study, and I am personally convinced there is a place in this Service 
for that kind of operation. 

One of the questions which has been raised from the outside is that 
these nurseries should not be competitive with private industry, and 
we certainly do not intend they should be so, but we do feel they can 
serve a useful purpose in providing mater ials that can be put out on 
farms and ranches, and those m: terials can be observed and their use- 
fulness as conservation materials be determined. That is the basis 
on which we are approaching this question. 

With respect to the availability of the forest seedlings, in the first 
place there are 50 million acres of forest land in this ¢ ountr y now need- 
ing reseeding. There is an ongoing program through the States and 
private enterprise, which ] believe is under the C operative Forest 
Management Act, enacted, I believe, in the early 1950's, which has some 
of its genesis in the Clark-McNary Act, which prov ides for cooperation 
with the States. 
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Under that program the State forestry departments oe forest 
nurseries. The seedlings are made available to private land holders 
for planting. 

That program is going forward. There is obviously some time 
lapse between the acquiring of the forest seed and the development of 
the seedlings and the distribution of the seedlings, and the time re- 
quired will vary considerably between areas of the country, Mr. 
Chairman; such as between your area and Minnesota, for example, 
the colder regions; and the western regions. 

We would anticipate, from the studies we have made thus far, that 
good progress can be made. 

I should back up and say that when the soil bank was under dis- 
cussion early this spring we felt that this year the most we could 
expect as to available forest seedlings would be in the neighborhood 
of 250,000 acres. I do not have current information as to how much 
seed was planted during the planting season, particularly in the 
southern pine area. Again, it is rather difficult to predict just what 
the demand will be for forest seedlings, but we can anticipate that 
that demand will enlarge if the soil bank is enacted, somewhat beyond 
what it is now. 

Mr. Wuirten. I agree with you. It has never been my desire to 
interfere with private enterprise. I believe in it, I think, as strongly 
as anyone could. 

However, I draw a distinction between setting up a big program 
such as this and the normal small program, for in this program time 
is of the essence and it is going to take all hands to do it. I would 
seriously question whether private enterprise is in any kind of a posi- 
tion to meet the terrific needs which the Government is going to have. 
I think with what contributions they can make it is going to take 
a tremendous expansion on the part of those who are involved in 
nurseries and seedlings or in all of this type of thing, if we are to 
meet this need in time to be of any real benefit. 

In the first place, as to the Soil Conservation Service, have you 
not produced seedlings in the past? 

Mr. Wriutas. Yes, sir. We have in a few locaations, Mr. 
Chairman.: 

Mr. Wuirren. What has happened to those locations? Have they 
been closed up ? 


REVIEW OF NURSERY OPERATIONS 


Mr. Wit11aMs. We originally had, prior to 1953, a total of 24 nur- 
series. We still are operating either directly or by contract with 
some State agency 12 nurseries. 

The ones we are operating ourselves are located at Beltsville, Md.; 
Elsbery, Mo.; Pullman, Wash.; Pleasanton, Calif,; and Aberdeen, 
Idaho; and we have contracts with State agencies, some State ex- 
periment stations and some others, at Americus, Ga.; Big Flats, 
N. Y.: Spur, Tex.; Manhattan, Kans.; Scotts Bluff, Nebr.; Bismarck, 
N. Dak.; and Tucson, Ariz. 

The work at these 12 locations is headed in the direction of what 
we consider to be meeting a basic problem of determining plant 
adaptations for meeting the conservation problem rather than the 
mass production of materials per se. 
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It is true that the nursery at Bismarck, N. Dak., which is being 
operated by the North Dakota Association of Soil Conservation Dis- 
tricts, is one where the districts are producing seedlings up there 
for the shelter-belt program in the Great Plains in addition to the 
observational work we are doing on a limited number of acres. 


SOIL CONSERVATION NURSERIES CLOSED SINCE 1953 


Mr. Wuirren. Could you list in the record the number of places 
you have closed since 1953, for the other 12% If you do not have 
them, you could put them in the record. 

(The information is as follows:) 


Sor CONSERVATION NURSERIES CLOSED 


. Albuquerque, N. Mex. 
. Ankeny, Iowa 
Rrooksville, Fla. 
Bellingham, Wash. 
Dalhart, Texas 

. Gretna, Va. 

. Honolulu, T. H. 

. Kearney, Nebr. 

. Rock Hill, S. C. 

. San Antonio, Tex. 

. San Fernando, Calif. 
2. Thorsby, Ala. 

13. Winona, Minn. 

14. Zanesville, Ohio 


Nore.—Since discontinuance of these 14 nurseries, 2 additional observational 
nurseries (Spur, Tex., and Scottsbluff, Nebr.) have been established. Twelve 
nurseries are now in operation, 5 being operated directly by the Soil Conserva- 
tion Service and 7 under agreement with local cooperating organizations. 


famk fae 
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NEED FOR INCREASED ACTIVITY IN DEVELOPMENT OF FOREST PLANTING 
STOCK 


Mr. Wuitren. We have a problem here. With the soil bank we 
are faced with this mass-production problem. I realize that research 
into possibilities of this, that, and the other on a small scale is strictly 
sound, on a research basis. I think we are faced with the fact that 
this committee is likely to take action to provide funds directing you 
to expand your activities and get busy on the mass production of these 
things which will be needed for the soil bank. I think we would be 
a little derelict in our duty, having passed this bill, if we did not take 
appropriate steps to implement it in every way we could. 

Mr. Anversen. Mr. Chairman, I am glad to hear you say that. 

Mr. Waurrren. Thank you, sir. 

I would like to know if you know of any better group, or any other 
group with a better background of experience—plus the fact that you 
are in it to a limited degree—which can do this? You are not in 
shape to ask us for money beyond the budget request, but I am asking 
if you know of any other group or agency of the Government which 
would be in better shape to do this work, should Congress take the 
action I am suggesting, rather than the Soil Conservation Service, 
with regard to moving into this field. 

Mr. Peterson. In the development of forest planting stock, Mr. 
Chairman and gentlemen, there are quite a number of factors, from 
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my limited observation, that I would call your attention to; such as the 
species of tree, the type of wood for various purposes that is developed, 
the question of the gathering and the suitability of the seedlings, the 
relation of the point of acquisition of the seed to the point of pl: inting 
and those types of factors. I think they can best be considered by a a 
technical forest agency. I would think that the Forest Service through 
its cooperative rel: ationships with the States might well be strength- 
ened to the extent which was thought necessary to provide this forest 
planting stock. 

Mr. Wuirren. I would not argue with you on that. However, 
having gone that far under present conditions, where it is going to 
take all hands if we are going to handle this problem in line w ith what 
Congress apparently has high hopes of doing, once that technical 
role of the Forest Service people is worked out and it is a problem 
of trying to increase the supply—the manual job of actually develop- 
ing these things once they select the seedlings for you to meet the 
need—do you not think it is going to take all “the Forest Service can 
do, plus all that you can do, plus ‘all that anyone else we can get can 
do, including private enterprise? 

Mr. Pererson. That is a possibility. The answer to it will finally 
rest in the extent of participation by farmers in the forestry phases 
of the soil-bank program. I do not ‘think any of us can answer that 
conclusively. We anticipate because of the growing interest in for- 
estry that there will be a substantial partic ipation. 

Mr. Wurrren. I may have given a wrong impression by talking so 
much about forestry. I am not doing that because we lost the jurisdic- 
tion, or trying to take it over under the Soil Conservation Service, 
but I have had some experience with the watershed program and the 
old 11 watershed programs and many other activities. It would not 
be remiss for the Soil Conservation Service under present conditions 
to try to meet its own needs in a liinited way, since it is quite apparent 
that the Forest Service for several years will not be able to meet the 
demands that will be put on the Forest Service for forestry’s sake, 
as against planting trees for soil erosion and other things which come 
under the Soil Conservation Service activities. 

Mr. Pererson. So far as the manual production of planting stock 
is concerned, once the technical aspects have been disposed of cer- 

tainly any nursery, public or private, Forest Service or Soil Conserva- 
tion Service, could produce the stock, Mr. Chairman. I think that is 
apparent. 
RESEARCH 


Mr. Wuirren. The other question I would like to develop is in the 
field of research. Everybody has been saying that research is the 
answer to nearly ev erything, “for the last number of years. I do not 
want to belittle that attitude, for I, too, believe in research. 

We on this committee have approved substantial increases in the 
amount for research. 

It would strike me that the Soil Conservation Service has not had 
the same treatment at the Bureau of the Budget level, nor by Con- 
gress, as to strengthening its research program, which has been given 
to other agencies. For instance, in my own area I have the Little 
Tallahatchie and Yazoo watersheds. The Forestry Department has 
been carrying on work in connection with the Mississippi, on the 
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forestry phase of it. I have been urged repeatedly to get the Soil 
Conservation Service to put in a unit to help solve some of the prob- 
lems that exist, and help to find the answers to some of the problems. 

Do you have substantial problems in the Soil Conservation Service 
that could well have additional research? Have you had any plan- 
ning done in connection with the use of those funds if the committee 
should see fit to provide them? Iam asking you to forget about this 
budget barrier, where you cannot tell us unless it is in the budget. 
W hen we ask the question then you are privileged to go ahead and 
give us the information. 

Mr. Prererson. Yes, sir. 

Mr. Wuirren. We just want the story. 

Mr. Pererson. In the first place, I am hardly competent to discuss 
the technical need for research, Mr. Chairman. I can only report 
what has come to me from our research people, the Soil Conservation 
folks, and other folks; that there is a great area of unknowns in this 
whole soil and water field. 

I think you will recall the report of the President’s Advisory Com- 
mittee on Water Resources, which indicated the need for the accumu- 
lation and the acceleration of the accumulation of basic data, much of 
which can only come through research. 

In recognition of the need I believe our budget for ARS, which w 

earlier before you, asked for an increase of something over $1 million 
in the field of soil and water research. 

I would like to ask Mr. Williams to respond further, for, as you 
know, the research work that is done in the Department is now done 
by the Agricultural Research Service after consultation with the Soil 
C ‘onservation Service, as to accumulating information on the needs 
that exist in this field. 

Certainly, though, I want to emphasize that there are many un- 
knowns in this field. Assuming the personnel were available and the 
physical facilities were available I would not know how to put an 
upper limit on the amount of work that could be done. 

Mr. Anpersen. May I interrupt just a minute, Mr. Chairman? To 
avoid repetition, may I suggest to Mr. Williams, when he responds 
to that question, that he bring out a certain fact? 

Mr. Wurrtten. Yes, sir. 

Mr. ANveERSEN. That is, Mr. Williams, I would like for you to bring 
out before the committee whether or not the SCS needs for soil and 
water conservation research are being fully met under the procedures 
whereby the ARS is responsible for all such research? I thought 
we could make that a part of the same general question. 

Mr. Witxurams. Mr. Chairman, first let me give a supplemental 
statement to what Mr. Peterson has said with respect to support of the 
further research work in soil and water conservation. We feel very 
strongly that there are two items in the current ARS budget that 
would be especially helpful. The proposal for $1,055,000 increase for 
intensifying some of that research work; and the other proposal of 

$872,000 to ‘expand some of the economic research work. 

I think that the particular problem which you referred to in con- 
nection with the authorized watersheds of the Mississippi has to do 
largely with a sedimentation problem, which has been called to our 
attention and also to the attention of the ARS. 
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Working together we have been making some preliminary studies 
as to what would be necessary to meet our sedimentation research 
needs. However, the initiative will be in the hands of the ARS, 
because that is where the responsibility rests for the function. 

Mr. Wuirren. Could you give us the information that you have 
in connection with what it would take and what the plan would be in 
case the Congress should take action. 

Mr. Wiu1AMs. I am not sure that a dollar figure has been devel- 
oped, but I suspect that whatever information Dr. Shaw has avail- 
able will be available to us and we will be glad to work with him in 
providing for it. 

Mr. Wuirtrten. Before the close of our hearings I would like for 
that information to be placed into the record, if possible, because 
I do not think it will be possible to get Dr. Shaw back. However, if 
we had a statement on it, it would be helpful. 


SEDIMENTATION RESEARCH 


Mr. Witu1aMs. Some of our staff people and I have been working 
with the Soil and Water Branch of ARS studying the general sedi- 
mentation picture of that problem, and I am sure that some informa- 
tion is available. 

(The information requested follows :) 


INFORMATION RELATIVE TO SEDIMENTATION RESEARCH 


The problem 


Damage from erosion is not confined to the soil itself. Additional damages 
occur when eroded materials are carried into the stream system and come to rest 
in channels, on bottom-land farms, in drainage ditches, in storage reservoirs, on 
city streets, and elsewhere. The average damage from all forms of sediment and 
sedimentation for the country as a whole was estimated at $175 million a year 
in 1948. 

Sediment problems are widespread but are particularly severe in the lower 
Mississippi Valley and in the Southeast. For example, average sediment dam- 
age in the Yazoo-Little Tallahatchie area of Mississippi has been estimated at 
about $2,500,000 a year. This area covers about one-fifth of the State of 
Mississippi. 

The Soil Conservation Service is in need of currently expanded sedimentation 
research to guide the rapidly expanding watershed protection and flood pre- 
vention programs. 


Current research 

In order to properly appraise and solve sediment problems, it is necessary to 
understand their relationships to causal factors—those natural and man-induced 
phenomena which influence the processes. The Agricultural Research Service 
conducts sedimentation research which is pertinent in this field but the current 
research program is not adequate for the needs. This phase of the ARS pro- 
gram should be expanded to provide a firmer basis for the important operations 
activities in the field of soil and water conservation. 


Research needed 


A first step in expanding sedimentation research would be to establish corre- 
lated laboratory and field investigations on the fundamentals of sedimentation 
including the processes of entrainment, transportation, and deposition of the 
products of erosion ; to develop techniques and formulae for relating the processes 
of sedimentation to the agricultural practices, applied soil and water conserva- 
tion measures, and the hydraulic, hydrologic, and physiographic characteristics 
of watersheds; to provide special facilities and advisory personnel services to 
assist on a nationwide basis in the solution of complex and intricate sediment 
problems encountered in watershed protection programs; and to cooperate in 
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the development of special instrumental equipment as needed for solving sedi- 
ment problems. 

Interdependent laboratory and field studies would be employed in advancing 
this research. Both facilities would be a necessary and integral part of this 
program and essential to its success. Physical facilities needed include acquisi- 
tion of land, construction of a laboratory building, purchase of related laboratory 
equipment, the installation of stream flow and sediment measurement stations 
on 15 to 20 subwatersheds of a natural stream having a total drainage area of 
about 100 square miles. 

Organization 


The field studies would be staffed and operated by Federal personnel located 
within or conveniently nearby the watershed selected for research study. Some 
of the supporting laboratory work would be carried on within the study water- 
shed but some of it should be carried out through cooperative agreement with 
a suitable research institution. 

Cost 


The estimated costs are: For construction and installation, $600,000; and for 
annual operations, $375,000. A total staff of 40 or more personnel would be 
involved in carrying out this research. 


SOIL CONSERVATION SERVICE’S RESPONSIBILITY IN CONDUCTING RESEARCH 


Mr. Anpersen. Mr. Chairman, at that point, are we because of the 
fact that the research in this line is under ARS, perhaps handicapping 
SCS in its work ¢ 

I will tell you what is in the back of my mind, Mr. Williams: Can 
we give sufficient impetus to research in SCS unless there is distinctly 
given to SCS the responsibility of handling such research? I am 
just afraid that along the line somewhere what I personally, and the 
members of this subcommittee, want to see done—that is, all possible 
and necessary research getting ready for this huge soil-bank opera- 
tion. I am just wondering if that should not be made more specifi- 
cally, Mr. Peterson, a part of SCS’s responsibility rather than just 
having a sort of a liaison with ARS. I say that irrespective of the 
fact that I know ARS will do their utmost. I would feel better about 
it if the research for that responsibility was directly associated with 
your organization. 

Mr. Pererson. I could respond to this extent, Mr. Andersen: As I 
understand the history of the appropriations in this area, the appro- 
priations have been accelerated more rapidly since the research does 
reside in ARS than was previously the case. 

There is another factor in that respect which I would like to com- 
ment on, and that is this: Research in the soil and water field serves 
many uses beyond the straight conservation use. It ties into the 
economics of farming operations, the relationship between plant 
growth and soil moisture, and soil types. So, it has applicability 
right down into all of the farming operations insofar as crop pro- 
duction is concerned which is related to, but in fact beyond, the imme- 
diate need of soil and water conservation work. 

T can only say to you that we in the Department—and I have found 
this true among all of the agencies—as I said most of us in my juris- 
diction, I think, are quite alert to this need for more basic information 
which can only come from research in this soil and water field, and I 
would anticipate that our efforts in that field will accelerate or at 
least recommendations will be forthcoming to the Congress to further 
accelerate what we are now doing. 
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I might say further that when our budget in this area was being 
developed this year, we asked the Agricultural Research Service— 
and I have had many conversations with Dr. Shaw in this matter— 
to develop all of the things that the Research Service could effec- 
tively do without regard to the dollar {igure within the forthcoming 
fiscal year, and it was on the basis of Dr. Shaw’s reports to me that 
these funds have been built into the budget which is now before you. 

I can only emphasize that we are tryin: to accelerate this work just 
as rapidly as our personnel and our facilities will permit. 

Mr. Wii11ams. Might I add something to that? 

Mr. AnpersEN. Surely. 

Mr. Wittrams. At the time of the transfer of the research work 
from the SCS to ARS a part of that transfer was made in 1952, and 
the balance in 1953. 

I know there were many questions as to whether or not it might 
work effectively in that manner, but frankly I have been very pleased 
with the way that it has gone. It has gone, I think, very well. ‘We do 
have a device which I think has been quite effective. We have a joint 
employee between ARS and SCS here at the Washington level. We 
pay half the salary and ARS pays half the salary to the man who 
devotes his full attention at the Washington level to keeping up to 
date, and getting information pulled into a suitable form for SCS use. 

We also have five joint employees located at various places in the 
field who work with the State experimental stations, as well as with 
our people and the ARS people who are performing a comparable 
function. 

I have felt that it would be possible to satisfactorily gear in this 
function of research by joint planning of our work and by our giving 
support to ARS on those particular matters that we are in especial 
need of. 

Frankly, I have been quite pleased with the way in which it has 
worked during this past year. I suspect it could always be argued 
that an operations program might have closely associated research 
work with it. The only research work that we are doing in the Soil 
Conservation Service now is in connection with our soil survey itself 
and not on practice research. 

Mr. Anpersen. Mr. Chairman, I know of your interest in this mat- 
ter. You are very much interested in this entire general subject but 
the point I am trying to get across is the fact that here we have ARS, 
a great, competent organization, but after all, they are delving into a 
good many fields, and here we have another great orgnization, SCS, 
which is more or less an organization of specialists. 

I would think, therefore, Mr. Chairman, that ARS should largely 
delegate to SCS the responsibility for research in this particular field. 
I am just a little afraid that in view of the magnitude of the other 
problems facing agriculture that the necessary work in connection 
with the Soil Conservation Service, especially now that the soil bank 
is being written into law, might be handicapped—not necessarily 
handicapped intentionally—but perhaps in degree of priority as set 
down by ARS and that program might be injured. For example, the 
soils department at the University of Minnesota is doing an outstand- 
ing iob on soil and water research. They are doing all they can with 
available research funds and SCS is more or less waiting for results 
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from that department, yet it is not in the power of SCS to speed up 
that research by larger grants of funds. 

Mr. Wheeler, what comments might you have on this subject ? 

Mr. Pererson. May I make a comment first, Mr. Andersen ? 

Mr. Anpersen. Yes, Mr. Peterson. 

Mr. Prrerson. I appreciate that there are problems of great magni- 
tude facing agriculture, but I should like, with your permission, to 
make the observation that I think there is no problem of greater 
magnitude facing agriculture and the whole country than this problem 
of soil and water conservation. 

Mr. ANnverRsEN. That is what I feel, and that is what this entire 
subcommittee feels, Mr. Peterson. 

What would be the mechanics, Mr. Wheeler, of assuring us that SCS 
would have a little bit more to say, so to speak, about research in their 
own field than they have to say today ? 

Mr, Wueerer. Mr. Andersen, I think the committee could very 
effectively make its feelings effective in this respect, by some comment 
on the legislative history. 

As Mr. Williams has pointed out, SCS does play a very definite role 
in the planning of the research projects in ARS, calling attention of 
ARS to the problems that they in SCS need to have studied. 

Organization is always a problem. You can approach it in a num- 
ber of different ways. The benefits of having this research work in 
ARS, we feel, are many. It associates the scientists doing this type 
of work with others in related fields, and it does pull together into a 


single organization the scientific research work on production and 
utilization. 


I do not think that anyone could say absolutely that one approach 
to an organization problem of this kind is all good on the one side 


and all bad on the other. You have to weigh the values, and we did 
weigh them very carefully in the reorganization. 

Mr. Peterson mentioned it, and it is a fact, that this area of research 
has stepped up more rapidly since it went to ARS than was the case 
when it was in SCS. However, we cannot tell what would have 
happened if it had stayed in SCS. 

Mr. ANpersen. Mr. Wheeler, at that point, of course, and not too 
far back, there was not facing the SCS the probability that they would 
be involved in this great soil bank program throughout the United 
States. 

Mr. Wueretrer. That is correct. 

Mr. ANDERSEN. Perhaps some years ago there was not the need for 
doing or for accentuating what I am suggesting here today, and what 
the chairman has suggested. I believe, however, that some means 
of accentuating research directly related to the SCS field of en- 
deavor should be provided. I do not want the record to leave any 
impressions, Mr. Chairman, that I doubt in any way the ability of 
ARS. 

Mr. Wuirren. I agree with you, Mr. Andersen. In that, however, 
we have to come back to this: Judging by results at the Bureau of the 
Budget level, ARS, speaking for soil-conservation research as well as 
all of these other research programs, have been tremendously suc- 
cessful in getting tremendous increases for other phases of research 
but until this year they have not been so successful with respect to the 
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Soil Conservation Service. I do not know whether that could be 
the results of failing to ask for it, but the budget increases for re- 
search and other activities has far exceeded the increases for the Soil 
Conservation Service, of course, until this year. 

Mr. WHEELER. This year there was an increase of about $300,000 and 
for the next year there has been requested an increase of $1,055,000, 

Mr. Wurrren. For the last several years the big increases have 
been in other fields of activity. So it looks like that when the contest 
takes place at Dr. Shaw’s level, insofar as what they will ask the 
Bureau of the Budget for, or at the Bureau of the Budget level, SCS 
has kind of come out second best, judging by the rates of increase 
in other fields of activities. 

Mr. Pererson. There is a continuing problem there, Mr. Chairman. 
As you know, we have some twenty-odd research and advisory com- 
mittees, and they have all recommended important areas that need 
further research work. 

Mr. Wuirren. I will agree with that. However, I think that is 
a very stilted statement. 

Mr. Pererson. The backlog, as I understand, of their recommenda- 
tions, runs in the neighborhood of $125 million or $130 million at the 
present time. 

There is another factor that I think might be kept in mind in con- 
nection with the discussion that has just been going on, and that is 
that there is also a good deal of soil and water research going on in 
the land-grant colleges through the State experiment stations. 

The correlation of Federal research and State research seems to me 
to be an important consideration in this area and through the relation- 
ships of the ARS organization with the land-grant college experiment 
stations, I think we are able not to direct but to call to the attention of 
the State people from time to time these important areas. 

Mr. Wuirtten. I would agree that that close a relationship is a fac- 
tor and I would guess it is a major factor as to why they get the money 
instead of SCS. 

Mr. Pererson. I do not believe that to be the case, Mr. Chairman. 

Mr. Wuirten. I am not complaining at all about what they get, but 
I am just saying that SCS has not been kept on a comparative basis. 

Mr. Pererson. In looking at the need for research, I think we have 
to look at the needs of agriculture, and the part that agriculture in 
total plays in the total economy and its interest to the country. 

Certainly, there are judgment factors to be applied when you take 
a given amount of money and spread it to all organizations engaged 
in research across the board. 

As I said earlier, in response to Mr. Andersen’s questions, I think 
while there are problems of magnitude in agriculture there is no 
problem of greater magnitude not only to agriculture but to the whole 
country than this field of soil and water conservation. I think that 
feeling is pretty much accepted throughout the Department of Agri- 
culture. We certainly should accelerate this program to the extent 
that we have facilities with which to accelerate it as rapidly as it can 
be done. 

I do not think we are going to be at a level for many years that 
might be considered optimum, if we ever get to that level, because 
we uncover new knowledge in the field and that opens up a whole host 
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of other questions that need to be answered, and it gets into matters 
such as microbiology of soils as well as other problems associated 


with the soil and water conservation problem. 


LITTLE TALLAHATCHIE AND YAZOO WATERSHED PROJECTS 


Mr. Wurrren. There are 2 or 3 things which I think need to be 
mentioned. I do not think a man should ever apologize for looking 
after the interests of his own area, but I have always had a hesitancy in 
asking for anything that looked like it involved giving special atten- 
tion to my area, particularly since I got on this subcommittee and have 
some degree of responsibility. However, I think the Little Talla- 
hatchie and the Yazoo watersheds, which are in my area, had 
their problems visited upon them by Congress, over the opposition 
of the area, in building the 4 big reservoirs. That construction created 
many problems, and I think my knowledge of that situation and my 
interest in it kept this whole soil conservation watershed program 
alive for a pavied of years, and I think I could go back and prove that 
by the record. 

Mr. AnpersEN. I think, Mr. Chiarman, you have discussed this 
general subject, perhaps, more than any man in Congress. 

Mr. Wuirrten. I thank the gentleman, and I want to say that he 
and other members of this subcommittee have been right in the thick 
of it, but they quite definitely lagged, according to everything I can see, 
in meeting some of these problems. 

Here is the position I am in with those two watersheds: Having 
kept the whole thing alive, now we are finding out, as you gentlemen 
are aware, that in my area through some reason or other they are not 
able to use the money that we appropriate to do soil work in that area. 
Congressman Whittington, who was the author of these watershed 
programs, a few years ago, said the Soil Conservation Service was 
not doing anything. He said it had been years since they were au- 
thorized to do this work, and he could not see any results at all. He 
did not mean it as strong as it sounded, but he meant that there was 
just a lot of foot-dragging in the opinion of those riding around or 
covering it, and seeing any real progress. 

In checking into it, I find that some of it comes from a shortage of 
research and some of it for reasons hard for me to understand. How- 
ever, to have a district where you can ride over it and see every need 
in the world and then to have to turn money back because we have 
not been able to properly use it, is another matter. Is it manpower, or 
what is it? 

What would I have to do in order to get this research unit in con- 
nection with forestry research established? Would we give the 
money to ARS, and ask them, in turn, to give it to SCS, or ask them, 
in turn, to use it ? 

Mr. Pererson. I am not familiar in detail with the problems there, 
Mr. Chairman. I know that the statement you make is correct. I 
say I know it is correct, because it has been reported to me not only by 
yourself, but by my associates that the Yazoo-Little Tallahatchie have 
not moved forward as rapidly as they could, and I would like to ask 
Mr. Williams to respond to that question, because he is closer to that 
problem than I am. 
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Mr. Wiri1aMs. There are a number of factors in each of these 11 
watersheds that either stimulated their progress or have kept them 
on a more or less even keel. 

I do not think there is any question but what in that high sedimen- 
tation area of Mississippi that the lack of research information on 
sedimentation is a factor. 

I think another factor has been the rate at which people there were 
prepared to move along with their own part of the job. 

Another factor has been the degree of advanced planning which is 
possible with respect to tree planting and so on. 

In both of those watersheds tree planting in order to stabilize the 
critical areas is a highly important matter. They have been geared 
to about a certain level of seedling production as one thing, and they 
have also the problems, 1 year to another, in terms of availability of 
certain types of seed for seeding of grass and legumes on stabilization 
of critical areas. 

I would like to ask Mr. Brown to comment in more detail with 
respect to those particular watersheds as to any current information 
which he has. 

Mr. Wurrten. I would be glad to have it, and then what I want to 
do is this: I want to know what we can do to change it. May I say 
that we are in a different situation. Mr. Whittington has said there 
has been some substantial progress and some substantial work, but 
I would have to agree that we are 10 years or 15 years behind, and 
that makes it imperative that whatever course we need to take, whether 
it is to get the manpower or the seedlings, be taken. We have provided 
the funds but apparently that is not enough. What can we do to 
make them use the funds properly and get results? How can we reach 
it? 

Mr. Brown. I would like to say, Mr. Chairman, that we are very 
proud, as I know you are, of the work that has been done. 

We recognize that it has not gone far enough. This budgetary 
problem has been to a significant degree due to the problem of the 
local organizations acquiring the easements and rights-of-way and 
of providing cash for payment of their agreed-upon share of these 
major drainage channels, a number of which have been put through but 
each year we have pushed for additional units of channel protection 
work but we have found it takes a little longer—maybe the following 
fiscal year—for the local organizations to purchase their machinery 
and arrange their tax assessments in order to enable them to come 
through with their share. That has been one of the major contributing 
factors. 

Mr. Wuirren. It is like I pointed out. These 4 big reservoirs 
took the bottomlands out of 4 main rivers right in the heart of my 
district, which reservoirs were built years ago, and that was a part 
of a program where Mr. Whittington, as chairman of that flood-con- 
trol committee, gave assurances that when we built these reservoirs— 
and it was in the bill—we were also going to do these other things. 

However, some of those dams were built 15 or 20 years ago and we 
are still dangling along in this other work when the local people 
were assured that it would be done. 

Is it possible that your demands on the local people for a contribu- 
tion are at a higher level than would be appropriate under these condi- 
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tions? Are you requiring too much local contribution in view of the 
history of this situation ¢ 

Mr. Brown. As I recall the amount of local contributions on the 
construction of these drainage channels, it has averaged about 40 
percent, and that has generally been consistent with the history of 
that area. 

Mr. Wutrren. That is right. Do you know what the local contri- 
bution was to build these dams which took the water off Mr. Whit- 
tington, and put it on my folks? Do you know what the local contri- 
bution was? 

Mr. Pererson. It was not anything; was it, Mr. Chairman? 

Mr. Wuirren. It was zero. 

Now, I will ask you the $64 question: I wish you would write out 
language for me to include in our report which would get you to 
correct this situation. 

Mr. Brown. Yes, sir; we will be glad to give that consideration. 
I think one other point might be mentioned, Mr. Chairman, in con- 
nection with your comments on research to "the effect that the Soil 
Conservation Service and the Forest Service have been developing 
a plan for participating in collecting more basic data on the runoff 
in connection with the Forest Service research station in that area 
That plan will involve the installation of some additional gaging 
stations and assistance in the operation of those stations in order to 
obtain data which is primarily to meet our needs in planning for 
runoff control measures, but at the same time will contribute mate- 
rially to the program of the research station. 

Mr. Wurrren. I wish some of you would talk to Dr. Shaw, and 
find out about that. The Forest Service is running a small research 
unit at Oxford, Miss., which is tied into some phases of this work. 
| just checked with a lot of people and the best thing it seems that 
we can do insofar as immediate research is concerned, would be to 
tie in a small SCS unit there to work in cooperation with the forest 
unit now located there. 

I would like to get some report, Mr. Williams, as to how I should 
go about bringing ‘that about. 

I think it is a matter which is thoroughly justified based upon all 
available information which I have been able to get together. It 
would be relatively small, but it would, perhaps, get us started. 

(The following information was submitted later :) 

There is a searcity of reliable data on the anticipated runoff from woodland 
areas under the varied conditions found in the Yazoo-Tallahatchie watersheds, 
Additional data would be very useful in insuring the most accurate and eco- 
nomic design for the floodwater retarding structures and channel improvements 
now being planned in the watersheds, 

It is our belief that the Forest Service Experiment Station at Oxford, Miss., 
may be in a position to make runoff studies on selected woodland sites or revise 
several of its existing projects so as to provide the needed runoff data. Negoti- 
uations are now underway with the Forest Service Experiment Station to deter- 
nine its ‘ability to undertake such studies and to provide reimbursement from 
flood-prevention funds for the runoff data furnished. Such work should be 
cooperative with ARS to serve the needs of the Soil Conservation Service as well 
as the Forest Service. 


Mr. Wurrren. Further, I think we are thoroughly justified to put 
in the report such language as would encourage you a little bit to 
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make such changes as may be essential to get this work done in these 
two watersheds, and such other watersheds where you are not fully 
using the funds which the Congress has given you. 

Mr. Anpersen. Mr. Chairman, would you yield at that point? 

Mr. Wuirten. In 1 second. 

Plus another thing that I think is appropriate: That is, to have 
you review the local percentage you may be demanding in those areas 
where the problem has been aggravated by Federal action such as 
building these reservoirs. I hope we will have that in our report, and 
I would be glad to hear from Dr. Shaw as to how that could be handled. 


NEED FOR ACCELERATING WATERSHED PROGRAM 


Mr. Anpersen. Mr. Chairman, on the general subject of these 11 
major watersheds you and I both have been sitting on this subcom- 
mittee for 14 years, and it seems to me that all through that period 
of time I have had the feeling that the work on the entire system is 
not progressing so rapidly as it should. 

I am just wondering if that is because of the lack of funds put up 
by the Congress or just what is wrong? Do we need to boost it by 
putting a little more money into this specific program? What would 
you say is needed ? 

Mr. Prrerson. There are two phases to that, as I understand it, 
Mr. Andersen: 

One phase is to bring our program from being behind where I think 
we all know it is now, up to a current level, and move ahead in order 
to keep up with what the local people are willing to do. In all 
frankness, and as near as I can determine, it is largely a matter of 
funds in order to bring the level of work up to what local people are 
ready and willing to undertake at the present time. 

Then there is the continuing problem of keeping the level of per- 
formance current with what the local people are ready and willing 
to do. 

It is a matter which I discussed with Mr. Williams not later than 
yesterday as to how we could best move forward to get this program 
in the 11 watersheds current, because I think this small watershed 
program is one of the most important phases of the work that we are 
doing in soil conservation. 

Mr. Anpersen. Right now I am referring to the 11 large water- 
sheds. 

Mr. Prererson. I know you are. It would be well to get one of 
those watersheds completely treated and demonstrate insofar as it 
can be done by complete treatment what this small watershed pro- 
gram can accomplish. 

There are places where questions are continually raised, as you 
well know, as to the usefulness and the proper place of this small 
watershed approach. I think it is fair to state that we are not well 
off on that. 

Mr. Wuirten. I realize that, but I would like to point out that 
Mr. Andersen was chairman of this subcommittee when we set up 
the small watershed pilot plant program which has caught on, and 
which is highly popular, and deservedly so, and which has led to 
public support of this soil bank and the conservation bill which was 
passed yesterday. 
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I think it has a great future for the American people. We are 
beginning to get this aeross and if we do not do these things ,we will 
have a mighty poor country, and a whole lot of people. However, 
the whole purpose of your program is to lead to what you are supposed 
to do in these 11 watersheds. If that program is going to drag and 
if you cannot meet the deadline, we may miss the boat from the 
standpoint of getting any benefits out of this small watershed program 
which you initiated. 

Mr. Pererson. That is what I was trying to say, Mr. Chairman. 

Mr. Wuirren. This is the place where [ want you to prove the 
proof of the pudding. In the 11 watersheds you have already done 
your experimentation, and had your pilot plant and you have gotten 
the money, but now you tell me you turned the money back. 

In my particular area, those 2 watersheds that I personally know 
about kept this whole thing alive for a period of 6 or 7 years, and 
resulted in some benefits. I say that without any apology for making 
the statement, and in asking you to make an effort in my own area. 
{ have lived with it for about 15 years, and this work should have 
been accomplished long ago. 

Mr. AnperseN. The thing in my mind is this: I think the Congress 
ought to go ahead and finish these so-called big 11 watersheds, as soon 
us it 1s consistent with good business and commonsense. I do not 
know how many years it might take. 

Mr. Wuirren. It would take a long period of years, if you do it 
on that basis, but it will take even longer if you do not push. 

Mr. AnperRsEN. However, we should enable Mr. Peterson and the 
Soil Conservation Service to give it a boost in some way. I recall the 
many visits from the Trinity people year after year to this committee 
room asking that a push be given to their particular project, and I 
um perfectly willing as a member of this subcommittee to help the 
Soil Conservation Service and the Department of Agriculture by 
doing what I can to get them the additional funds with which to go 
ithead and really push at the job, and get it done. 


ADJUSTMENT OF FUNDS IN FLOOD PREVENTION PROGRAM 


Mr. Wit11aMs. With respect to the distribution of funds, you will 
recall that a few weeks ago we directed a letter to you as chairman of 
the committee, and also to the chairman of the Senate committee, sug- 
gesting that since it appeared at that time there would be some unused 
funds this fiscal year an adjustment might be made between projects. 

We have since discussed that further. 

In reappraising this situation in the past 2 weeks we have felt it 
would be unwise to proceed with that adjustment of funds this fiscal 
year. We have not made the adjustment that was proposed in that 
letter. We had the feeling it would be better to wait until after the 
appropriations structure for the fiscal year 1957 was known, and also 
the exact amount of the carryover funds. 

At that time, if it appears to us there are reasons within the several 
watersheds why some adjustment should be made as representing some 
departure from the budget notes, we will then propose to address 
another letter to the two committees pointing out in detail the reasons 
therefor and suggesting what subsequent readjustments might be made 
to keep the projects moving along to the best advantage. 
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I wanted to get that in the record. We did not actually make the 
suggested fund adjustment. 

It is true in some of the watersheds, because of the nature of the 
program, they have moved along faster than others. For example, in 
the State of Oklahoma, I think it was a year ago, or 2 years ago, that 
they passed some State legislation which enabled the State Govern- 
ment to underwrite the acquisition of land easements and rights-of- 
way with respect to the Washita project. It gave them the power of 
condemnation, and so on. Actually, they have not had to use that 
power of condemnation since they got it because since that has been 
on the statute books they have found that the local people were more 
ready to proceed without condemnation proceedings. So it has worked 
out pretty well. They have a larger backlog of work that is ready to 
proceed in the Washita project, and in the middle Colorado and Trin- 
ity projects, than has been true of such places as the Little Sioux, 
where the very nature of the work is smaller type work on a larger 
number of properties. The work is more diffused over the area. 
There are a larger number of people to deal with on rights-of-way, and 
so on. 

There has been a little of the same problem of more ownerships to 
deal with in Mississippi in terms of the channel improvements and the 
stabilization of the critical sediment producing areas than has been 
true in some of the other watersheds. That has made a difference in 
the rate of progress. It is caused by a combination of things in one 
watershed as against another. 

T am convinced that the total need in the Yazoo and Tallahatchie is 
such that if it could be programed ahead at a faster rate than is now 
anticipated it would be possible to move the project along. But it is 
pretty hard to get everything in gear so that you do not come up with 
a $100.000 carryover here, or maybe $150,000 over there, because some- 
thing just does not click right. 

Mr. Wurrren. I realize that those things are going to happen. But 
this has gone on slowly for a long time in spite of some of the fine work 
some of your people have done. 

May I say with regard to your planning and use of funds, when 
you see that you are not going to be able to use them in a certain area 
and where you see that you have a need for them some place else, I 
would say keep the money as a credit against the place that you are 
not able to use it and transfer it to a place where you can meet a prob- 
lem that you are behind schedule on. 

In other words, this money in here represents the progress that they 
are expecting the Soil Conservation Service to make and when vou 
turn money back you do not make the progress vou were directed to 
make by the Congress. You have your reasons. The next step should 
be to straighten it out and remove the causes insofar as it is possible 
to do so. 

PER DIEM RATES OF CONSULTANTS 


Now, I have one more general question. I serve on the Armed 
Services Appropriations Committee and the military department came 
in before the committee and wanted to raise the per diem they pay 
specialists that work for the War Department a few days at a time 
from $50 to $100. These people would be outstanding scientists and 
outstanding people in their fields. The military in supporting their 
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position said that Agriculture paid up to $100 a day for the people 
that came in on that kind of basis. That was not my recollection. I 
voted for $50 a day for the military, and I think that the Department 

f Agriculture should be brought into line with what other ee 
ments are paying. I just want to know what the facts are so far : 
your per diem payments are concerned for advisers and ciamseniens 
in the technical field. 

Mr. WituiaMs. Mr. Dorny can supply that information for the Soil 
Conservation Service. 

Mr. Dorny. There is a limitation under flood prevention on the 
total amount that may be expended for employment of consultants 
of $100,000. Normally, pay for consultants has been about a $50 a day 
limit. 

Mr. Wuirren. That was my recollection. Their statement was con- 
siderably different. The military makes this statement: 

Other agencies have authorization for a maximum of $100. These agencies 
include the Soil Conservation Service, Agricultural Marketing Service in the 
Department of Agriculture. 

That was submitted to us by the military witnesses in support of 
trying to increase their per diem to that level. We did not do it. 

Mr. Brown. May I comment on that? It is my understanding that 
the Corps of Engineers for quite a number of years has had authority 
in their civil functions work for $100 a day. That authority was 
written into the appropriation for flood prevention by this committee 
a number of years ago. We do not have that authority under the 
watershed protection item, nor under conservation operations, but it 
does exist in the item applying only to the 11 authorized watersheds. 

Mr. Wuirren. What do you do? Do you limit yourself to $50 a 
day on that ? 

Mr. Brown. Well, we are limited, I believe, to the maximum classi- 
fied rate, is that not right? 

Mr. Dorny. Yes, the maximum that may be paid under the Classi- 
fication Act. But under flood prevention we have a special authoriza- 
tion in the appropriation language to pay up to $100 a day. 

Mr, Wurrren. Have you been paying $100 a day, or $50 a day ? 

Mr. Wiixu1aMs. I doubt if as much as $100 a day has been paid out 
at any time. 

Mr. Wuirren. I think we should stay in conformity with the rest 
of the Government. 

Mr. Brown. If I recall, that provision was put in a number of years 
ago by this committee because the Army did then have that authority 
in order to make it parallel for the two departments. 

Mr. Wuirren. I suppose it is quite natural that the Department of 
Defense would not use the illustration that was in their own shop, but 
would use it from another place. We will check into it further if you 
will give us a statement. 

(The following statement was supplied later :) 


SPECIAL EMPLOYMENT CONSULTANTS—$100 PER DIEM 

1956: None. 

1955: The amount of $20,000 of this authority was transferred as an advance 
working fund to the Department of the Interior in this fiscal year to be used 
as Agriculture’s share of the costs of the Cabinet Committee on Water Re- 
sources Policy. 

1954: None. 





1953: None. 
1952: None. 
1951: None. 


FUND TRANSFER AGREEMENTS FOR PAYMENT OF COSTS OF SUPPLYING 
TECHNICAL ASSISTANCE 


Mr. Marsnauu. I am certain this committee is impressed with the 
effective results being obtained in establishing more enduring conser- 
vation on the land with ACP funds, as expressed in your statement, 
and I am referring to the result of the arrangements whereby the Soil 
Conservation Service is assigned technical responsibility for the more 
permanent conservation practices. 

The relationship between ASC county committees, soil conservation 

district governing bodies, and the Soil C onservation Service techni- 
cians has developed to a smooth-working operation in most places, 
This has appeared to result in substantial | improvement in the quality 
of conservation work achieved by farmers with cost-sharing funds. 
It was originally intended that the 5 percent fund transfer agreements 
initiated by this committee some years ago w ould pay the full cost of 
supplying technical assistance to the fart mers using cost sharing. At 
the present time these arrangements are paying only about two-thirds 
of these costs. 

Mr. Andersen and I believe that until the original intent of trans- 
ferring funds at the county level to supply technical assistance for 
prac tices under cost sharing is fully effective, that no further consid- 
eration be given to expanding areas for additional transfer of funds. 

What do. you think about that? 

Mr. Pererson. As I mentioned earlier in response to one of Mr. 
Whitten’s questions, I find these transfers are now made on a county 
basis. In some counties there is need for a very considerable amount 
of technical service from the Soil Conservation Service and more than 
the amount of funds available by the 5 percent transfer out of that 
allotted to the county as required. In other counties, less than the 
5 percent equivalent of what is allocated to the counties is required. 
So we have a distorted pattern of distribution. Certainly, we need to 
avail ourselves constantly of the best advice to keep our program as 
close to the county people as it can be done. Frankly, as I have gone 
into this problem, I think it would make much more effective use of 
funds if that 5 percent transfer could be made at least at the State level. 

Mr. Marswauy. Mr. Peterson, as we go along with the work that is 
outlined for the Soil Conservation Service, we have found that there 
has been more and more demand for technical services. I am some- 
what concerned because I am wondering if some of the original work 
as outlined in the Soil Conservation Service districts has not been 
neglected because of that lack of assistance. 

Mr. Pererson. I cannot say that it has or has not, from my personal 
knowledge, Mr. Marshall. There is a growing number of soil con- 
servation districts, as you know. The requirement, or the request for 
technical service varies widely between farming areas. There is a 
difference in the crop pattern, in the topography of the land and the 
practices that the individual farmers wish to follow. Some farmers 
are dropping off. They have pretty well established their pattern. 
New ones are coming in. A farmer will get a farm plan and may 
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introduce but one aspect of that plan in one year. Another farmer 
may be moving somewhat faster. We have tried with the best judg- 
ment we could ‘apply to keep this program moving along with a degree 
of efficiency in meeting those needs. Again, I cannot say from | my 
personal knowledge w hether we are or are not. I think we are doing 
a reasonably good job of meeting these problems. ‘There are differ- 
ences in different areas. In some places we have not met them as fully 
as we might. 

In addition to that, I would like to say that last year, for example, 
the Soil Conservation Service through its continuing inspection of its 
procedures, got the equivalent—and I believe Mr. Williams can check 
this—of about $1,800,000 in improved efficiency in practice. There is 
a point of balance there. I can only say that we have tried to apply the 
best judgment we could to try to meet that need. 

Mr. Marsuatu. Do you know how many farmers who have made 
requests for technical service of the Soil Conservation Service have 
waited 1, 2, and 3 years for the technical assistance ? 

Mr. Pererson. I was certainly not aware that there was any such 
waiting period required. I know Mr. Williams can give you more 
detail. 

Mr. Wiiurams. Mr. Marshall, I do not know if I have the exact 
number, but we are able to provide some degree of service to about 
1 million farmers per year with the present level of staffing. There 
are approximately 1,500,000 soil conservation district cooperators. 
Not all of that 1,500,000 want assistance each year, or need it each year, 
but there is a larger demand than we have been able to meet with 
our previous budget structure and that is partially the reason why 
an increase has been requested in certain of these areas for the 1957 


year—to more adequately meet the job. Some of the increase re- 
quested is for service in soil conservation districts that will be 
organized next year 


PERFORMANCE OF CLERICAL DUTIES BY TECHNICAL STAFF 


Mr. Marsuaru. Mr. Williams, I think it was last year, or perhaps 
the year before, when you were before the committee, that I asked 
you a question concerning the problem of the technical people doing 
clerical work. Have you looked into that? 

Mr. Witxirams. Yes, we have studied that in considerable detail. 
Part of the item that Mr. Peterson mentioned of increasing the effi- 
ciency of our operation has involved that item in endeavoring to more 
fully take care of the clerical work in some other way. 

Another thing that I would like to mention is that several of the 
States have now made State appropriations for assisting soil conser- 

vation districts, and incidentally Minnesota is one of those, and that 
State resource has been helpful in terms of some degree of clerical 
help, and also with some of the conservation aid help, “put it is a con- 
tinuing problem. I do not know that we can ever entirely get away 
from absolutely a 100 percent freedom from clerical work being done 
by our technical people. Perhaps Dr. Van Dersal can add something 
to what I have said on the management problem. 

Dr. Van Dersau. We have made a very extensive effort, and we 
are in the middle of it now, to cut down on the amount of clerical 
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work needed in work units. Inevitably, as an agency goes along 
there are more activities that keep creeping into the picture that need 
to be done. We have had experience here with the work in assisting 
the ACP, and that has introduced some things. We have had work 
of various other kinds that have introduced other types of things 
that require what you might call clerical work in the work units. We 
are working and making very considerable effort in every State to 
try to reduce that to the absolute minimum and to get rid of anything 
that is not absolutely necessary. I think that will contribute to some 
extent at least to these other steps that Mr. Williams spoke about. 

Mr. Prererson. With your permission, I would like to ask Mr. 
Williams, or one of the other gentlemen, to outline for you the detail 
of the accounting and cleric: al procedures that accrue as a result of 
these 5 percent transfers being made at the county level. I think that 
that bears on the question that you have raised. 

Mr. Wittrams. I would like to ask Mr. Dorny to do that, as he 
deals with it from day to day. 


PROBLEMS ENCOUNTERED IN MULTIFUND FINANCING 


Mr. Dorny. While the Appropriation Act itself authorizes that ad- 
vances of not to exceed 5 percent may be made and that the money 
shall all be placed in a single account for the State, the fact is we 
must maintain separate accounting by county, but not necessarily 
penny accuracy. It is for this reason: Funds are advanced on a pro- 
gram year basis, and we maintain separate accounts for each pro- 
gram year. However there is a 6 months’ overlap since we budget 
on a fiscal year basis. When our field offices enter into agreements 
with the county ASC committees of the almost 3,000 counties in 
the country we have a problem of some size in maintaining related 
accounts. 

For example, if we have entered into an agreement for a $15,000 
advance, some portion of that would have to be budgeted for the 
current year and the remainder carried over for the next fiscal year’s 
budget. During the year we have to keep track of how much is ‘being 
spent in that county so that we will know how much we have available 
to budget in the next 6 months in the next fiscal year. 

Money is spent for personal services, for per diem, for mileage, ac- 
crued leave, insurance, and other expenses, so it has become quite a 
job to keep track of these amounts by county when we have all the 
money in a single account for the State. It would be much more 
simple if we could get an advance on a State basis to be used without 
any limit as to the amount to be used in each county rather than 
being held to a specific amount for each county. 

Mr. Marsuati. I am under the impression that in some instances 
the work of checking some of these practices for the agricultural 
conservation program has materially interfered with the orderly 
work of the Soil Conservation Service because in the matter of plan- 
ning it is almost impossible to plan travel so that you can make the 
best use of the travel money. 

Mr. Dorny. There is another problem that arises where you have 
a single staff financed out of several funds. We do not charge the 
employ ee’s salary to the ACP advance unless he is actually working 
on a referral. When he goes out on an ACP referral, we make the 
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charge to the ACP funds but we can only make those charges to 
the extent that funds are available and so we have to keep account 
of the funds of each county. When we run out of ACP money there- 
after we make the charges for the ACP referrals to the regular “Con- 
servation operations” appropriation. These funds are apportioned 
by quarters and our budgets of each fund have to be synchronized and 
constant adjustments in apportionments made. 

Mr. WituiAMs. As we pointed out, we are at the present time find- 
ing we are financing about two-thirds of the ACP referral work from 
ACP 5 percent transfers and the other third from regular appropria- 
tions. Now, that is not an even figure in all counties. It pyramids 
in some counties and is fully ample in other counties. So there is 
not any question but what in principle your statement is correct, that 
there are instances in which there have been significant interferences 
with what would otherwise be done with the conservation operation 
funds for technicians at the local level. 


DECLINE OF PARTICIPATION IN ACP PROGRAM IN MINNESOTA 


Mr. MarsHatu. I was interested in learning in Minnesota that we 
had approximately 118,000 farmers signed up for the ACP program in 
1953. In 1954 that dropped to about 53,750, or approximately half 
of the amount that signed up in 1953. 

Do you feel that any part of this drop can be charged to the lack 
of technical help in the Soil Conservation Service ? 

Mr. Witiiams. Frankly, I cannot answer you specifically on that 
in Minnesota. There may have been instances in Minnesota where 
there has been some degree of delay with respect to the technical 
servicing, but I do not believe it is a major problem in Minnesota, or 
in any of the other States. It could be in some local county situations. 


ECONOMICAL UTILIZATION OF FUNDS FOR FLOOD PREVENTION PROJECTS 


Mr. Marsnaru. I was interested in your statement on page 12, 
where you refer to a $700,000 increase for flood prevention. Just pre- 
ceding that, you mentioned some of the watersheds. Since a number 
of these watersheds are ready to go ahead with their work, there is 
not any economy involved in not proceeding as rapidly as we can to 
complete them, is there ? 

Mr. WituiaMs. I think that is correct, Mr. Marshall, insofar as the 
local people are ready to go along with it. This particular $700,000 
item referred to on page 12 has relation to the 11 authorized water- 
sheds that we were discussing a little earlier, and the particular water- 
sheds mentioned there, the Middle Colorado, the Coosa in Georgia, the 
Upper Potomac near Washington and the Trinity of Texas and the 
Washita of Oklahoma have been in a more favorable position from 
various standpoints to move forward than some of the others. So, to 
the extent that the facilities are available, I think that it would be our 
belief that the most efficient way would be to move along as fast as 
possible. 

Mr. Marswaru. If it were possible for them to receive about 3 or 4 
times that amount of money they could use it to very good purpose, 
could they not? 
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Mr. WittiaMs. I do not know as to that amount. It would vary by 
watersheds as to the exact amount they would be in a position to fully 
utilize. 

Mr. Marsuatu. However, it would be economy if they were to move 
along with their work more rapidly , would it not? 

Mr. WiiaMs. In principle I think that would be true. 

Mr. Marswatu. Your planning is practically all done. You have 
the designs for a number of the dams. 

Mr. Wrti1aMs. Right. 

Mr. Marsuatt. It is a matter of needing funds to assist in the con- 
struction items of the planning work that is very largely completed. 

Mr. Witii1aMs. That is true in some of the watersheds. In some 
of the watersheds it would not be true to the same degree. 

Mr. Marswatt. I have always been impressed with the fact that we 
have started a lot of public works and they are good and then some of 
those works in the shuffle somehow seem to be delayed. It is my im- 
pression that with regard to some of them it is false economy not to 
move them along a little faster, and it might cost the taxpayers of the 
country a little more if we do not do that. You have your overhead 
to maintain. 


PROVISION FOR INCREASED TECHNICAL ASSISTANCE 


Mr. AnprerseN. Mr. Peterson, I have had the opportunity to visit 
some of the soil-conservation districts in my State this past year and 
to see the good work being done and also to visit with farmers and 
district officials about their needs. I was impressed with their tre- 
mendous interest. The large workload the SCS technicians are called 
upon to carry appears rather generally to be beyond the available re- 
sources. Do you believe there is a real need beyond that reflected in 
the budget for this work? 

Mr. Prrrrson. | believe we can say that in all of the agencies under 
my supervision that there are needs beyond which it is possible at the 
time to provide increased budget allowances. 

Mr. Anpersen. Mr. Williams, will the conservation operations item 
in the 1957 burget estimates permit any general increase in the tech- 
nicai staff serving soil conservation districts, as the districts are 
requesting ? 

Mr. Witu1aMs. The items of increase in the budget estimates are for 
new soil conservation district assistance; accelerated technical assist- 
ance to low-income farmers in pilot county areas; aceleration of soil 
surveys and telnial assistance in areas where serious soil erosion and 
land use problems exist, particularly in southern Great Plaint; and, 
acceleration of map compilation, and the preparation and public: ition 
of soil maps and survey reports. No general increase in the level of 
assistance to soil-conservation districts 1s involved in these items. 


BACKGROUND OF ESTIMATES 


Mr. Anpersen. Mr. Wheeler, what did the Department estimate 
to the Budget Bureau as the Scs budget needs for 1957? How did 
this compare with the agency estimates ? 

Mr. Wueeter. For the item “Conservation operations,” the agency 
estimated $68,865,000 and the Department estimate was $65,315,000. 
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Under watershed protection, the agency estimated $17,250,000 and the 
Department recommended $16 million. For flood prevention, the 
agency estimate was $11,500,000 as compared with $11 million esti- 
mated by the Department. For the item “Water conservation and 
utilization projects,” the agency estimated $332,000, and the Depart- 
ment estimated $232,000. 

Mr. AnperseNn. Mr. Williams, were those estimates on an appraisal 
of needs in the field, and if so, what were the total needs to provide 
reasonably adequate service to existing districts ? 

Mr. Witr1Ams. The Service reviewed its needs in the field but the 
agency estimates were predicated upon a balanced budget rather than 
meeting the full field needs. The field estimates made early in 1955 
indieated a need for approximately $8 million increase in conservation 
operations, $5.8 million on watershed protection, and $9.7 million on 
flood prevention. 


FINANCING SERVICES FURNISHED FHA APPLICANTS 


Mr. ANpersEN. How is SCS financing the services you are giving to 
FHA applicants for soil and water conservation loans ? 

Mr. Witu1AMs. The servicing performed for such applicants is fi- 
nanced from funds appropriated for conservation operations in soil 
conservation districts. 


FINANCING ACP ACTIVITIES OUT OF FUNDS APPROPRIATED FOR ASSISTING 
SOIL CONSERVATION DISTRICTS 


Mr. AnperseN. How much of the SCS workload in servicing ACP is 


still being financed out of money appropriated for assisting soil con- 
servation districts? What are the reasons that this is nec essary 4 

Mr. Wiiurams. Approximately one-third. The workload in some 
counties is greater than 5-percent funds will cover. In other situations 
the county ‘committees have not approved a sufficient transfer to cover 
the full cost. 


EFFECT OF PROPOSED 1-PERCENT TRANSFER AUTHORITY 


Mr. AnpEeRsEN. Mr. Wheeler, what will be the effect of this new 
l-percent transfer language on ACP, especially on the 5-percent trans- 
fer language and the way “it has been functioning 

Mr. Wueewer. The proposed 1-percent transfer authority would 
permit the allotment of up to 1 percent of any county allocation to 
agencies other than the Soil Conservation Service qualified to furnish 
technical services. Many of the conservation measures for which cost- 
sharing assistance is offered to farmers under the ACP, must be based 
on sound technical determinations in order for them to be successfully 
carried out by the farmer. ‘The nature of this technical assistance 

varies with the kind of conservation measure. Some measures require 
that detailed engineering specifications be determined and followed 
carefully. Some require the determination of proper sites or locations 
on the farm. Many practices require specialized knowledge of agron- 
omy and silviculture. For example, practices relating to forestry do 
not come under the scope of SCS responsibilities. The Secret ary has 
assigned the responsibility for the technical phase of those practices 
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to. the Forest Service. The assistance currently being provided for 
these practices is furnished by forestry employees of State or other 
local public agencies, and to a limited extent by the Federal Forest 
Service. In some other situations the only source from which the 
needed technical assistance may be obtained is from a State or local 
government agency such as county engineers or technicians of irriga- 
tion and drainage districts. There is no authority under present legis- 
lation to provide any additional funds to these local public agencies 
for the technical work rendered. Even though the other agency per- 
sonnel is involved, SCS will have general responsibility for quality 
standards which the technical services must meet. 

It is not proposed to lessen the responsibility to SCS in providing 
technical assistance for the ACP—rather the purpose is to obtain 
authority to secure only the additional services needed from other 
agencies on the same basis. SCS technicians are generally available 
in most areas, and are the primary source for obtaining technical 
assistance available to State and county SCA committees. For several 
years technical assistance has been obtained from SCS technicians. 
It is expected that such services will continue to be obtained from them 
on at least as extensive a basis if not greater than in past years. Work 
provided by SCS technicians is financed from regular SCS funds 
supplemented by transfer of ACP funds to the SCS under the “5 per- 
cent transfer provision.” 

Although the proposed change in the appropriation language would 
authorize the use of additional funds for technical assistance up to 
1 percent of the county allocation, the total additional amount used 
would be substantially less than 1 percent of the national total. Many 
counties would require no transfer other than to SCS, in which case 


the new wording would not cause any additional funds to be used 
for this purpose. 


ADEQUACY OF REQUESTED FUNDS FOR SOIL BANK ACTIVITIES 


Mr. Anpersen. Mr. Peterson, assuming that SCS will be assigned 
responsiblity for the technical phases of any soil bank program, will 
provision be made for financing such work so that it can be done with- 
out detracting from regular SCS assistance in soil conservation dis- 
trict programs? 

Mr. Peterson. It is my opinion that work required of SCS on any 
soil bank program would be financed fully from such funds. The 
pending bill provides authority to do this. 


SPECIAL NEEDS IN ADVANCING WATERSHED PROTECTION WORK 


Mr. Anversen. Mr. Williams, are you confronted with any special 
needs in advancing the watershed protection work ? 

Mr. Witirams. As you know, there is now pending in the Congress 
legislation to amend the provisions of the Watershed Protection and 
Flood Prevention Act, Public Law 566. Amendments included in 
bills before the Congress would broaden the purposes of the legisla- 
tion, change the cost-sharing provisions, exempt the smaller projects 
from review by other Federal agencies and the Congress, provide for 
long-term, low-interest rate Federal loans, and extend the act to Ha- 
wali, Alaska, Puerto Rico, and the Virgin Islands. If legislation 
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embodying any of these amendments is enacted, we may be confronted 
with new considerations affecting the watershed protection work. 


ADEQUACY OF INFORMATION SPECIALIST STAFF 


Mr. AnpErRsEN. Does SCS have an adequate staff of field informa- 
tion people to advance public understanding of this work? 

Mr. Wituiams. The Service has a small staff of information special- 
ists in Washington and at five field locations. A reasonably adequate 
job is being done on information regarding assistance to soil conserva- 
tion districts. I feel there is need for improving upon information 

regarding the watershed programs so that the public will have an 
accurate underst: inding of this work. 


DUTIES AND MEMBERSHIP OF SOIL AND WATER CONSERVATION ADVISORY 
COMMITTEE 


Mr. Anpersen. Mr. Peterson, I have noted that the Secretary re- 
cently appointed a Soil and Water Conservation Advisory Committee. 
Does the membership on that Committee represent a broad cross- 
section of farmer conservation interests? How do you propose to 
utilize that Committee / 

Mr. Peterson. Yes, membership on this Advisory Committee does 
represent a broad cross section of conservation interests. In selecting 
nae ‘ship for the Committee we asked the advice and counsel of or- 

ganziations most directly concerned with conservation. We received 
ae those organizations suggested names of individuals to be con- 
sidered for membership. We selected Committee members from those 
suggestions. 

I would like to point o that this is an 18-man Committee. In 
selecting membership we selected 6 from the eastern part of the coun- 
try, 6 from the central part of the country, and 6 from the western 
part. Membership on the Committee is for 3 years, with terms so 
staggered that one-third of them will be new each year. In order to 
start the staggered terms at the outset we appointed 6 members for 
l-year terms, 6 members for 2-year terms, and 6 members for 5-year 
terms. We assigned those terms of membership in such a manner that 
there will be 4 continuing members each year from each of the 3 
sections of the country. 

You can see from our actions that it is our intention to have this a 
continuing advisory committee. We intend to call them to a meeting 
at least once each year and at such other times as may be needed or 
desirable to advise the secretary, his staff and Department agencies 
dealing with soil and water conservation programs. It is our ob- 
jec tive to obtain from this committee objective evaluation and con 
structive suggestions for program need and development, together 
with like consideration of the entire area of soil and water conservat lon 
as it is affected by the Department’s work in the discharge of 
responsibilities directly or indirectly concerned with soil conservation. 

In addition to calling committee members to meetings, we have a 
continuing flow of communications between the Department and 
members of the Committee. 

Mr. AnperseNn. That is all that I have. I thank you gentlemen 
very much. 
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Mr. Wuirren. The committee will stand adjourned until 1 o’clock 
this afternoon. 


AFTERNOON SESSION 


Mr. Wurirren. You might briefly cover the main items under the 
Soil Conservation Service. 


PROPOSED NEW DISTRICTS 


Under “Items of increase,” there is “Technical assistance to new 
districts,” $846,500. 

Mr. Pererson. Mr. Williams, will you cover that ? 

Mr. Wuitren. We are familiar with the story. In connection 
with it I would like to have you tell us how many new districts have 
come in, and what the spread is, personnelwise. We would like to 
know the average employees per district and how it has changed in 
the last 5 or 6 years, and things of that sort. 

Mr. Witu1aMs. In the first place, this estimate of $846,500 is based 
on the projection of 40 new districts in the next fiscal year. 


PERSONNEL STAFFING DATA COVERING PERIOD 1950-57 


With respect to the change in the figures from 1 year to another, 
I believe Mr. Dorny can supply that. 

The estimated amount for 1957, based on the budget, is an average 
man-years available per district, counting all service personnel, 
divided by the number of distr icts, of 3.97 man- years. 

Mr. Wurrren. What percentage of that would be technicians? 

Mr. Wri1ams. Do you know what that relationship is, Mr. Dorny? 

Mr. Wuitren. You might put it in the record. I would like to 
show in the record the change over the last 6 or 8 years—the number 
of employees per district, the number of technicians per district, the 
average farms in the average district, and the average size, and such 
other figures as you already have. Show the comparison over 5 or 
6 years. 

(The information is as follows :) 
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TECHNICAL ASSISTANCE TO LOW-INCOME FARMERS 


Mr. Wurrren. “Technical assistance to low-income farmers.” I 
would like to have you give us a picture as to what difference there 
is in the approach, and what you contemplate with that. 

Mr. Witt1ams. That item is related to the rural development pro- 
gram proposal of the Secretary. It is based on an assumption of 50 
pilot counties being in operation this next fiscal year. 

So far as the Soil Conservation Service is concerned, it would in- 
volve the stepping up of technical resources in those specific counties 
to accelerate the rate of working with the particular group of low- 
income farmers. It would involve part time of a soil scientist and 
probably the full time of a soil conservationist to assist with the land 
use planning work. 

Mr. Wuirren. Mr. Williams, with regard to this low-income group, 
actually, the small farmer has had available to him the services of the 
soil-conservation district and the conservationist and the technicians 
heretofore. Does this mean these smaller farms are going to have 
priority—that they will get service first—or just how does it fit into 
your operation ? 

Mr. Witx1aMs. The specific plans of operation for the pilot coun- 
ties have not been spelled out in detail. 

First, the selection of the counties is based upon the determination 
of a committee, the rural development committee at the State level, 
in the selection of such counties. It is anticipated there would be 
some special program assistance from Extension, from FHA and 
from SCS, and perhaps some others, but at least those three agencies, 
to give particular attention to the problems in those counties. 

It would not be intended, as I understand it, that the assistance 
would not be provided to other than the specific farms who were in 
the low-income group, but it would be accelerated to help in that 
community problem, in which there would be a certain workload of 
the so-called low-income farmers. 


SOIL SURVEYS 


Mr. Wuitren. There is an item on speedup of soil surveys. What 
increase will you have in the way of speeding that up? How many 
people are you going to employ ? 

Mr. Witu1aMs. That item applies particularly to the southern Great 
Plains area, which we did accelerate some this current fiscal year, and 
we are anticipating further acceleration next year. We added about 
30 soil scientists there this fiscal year. I am not sure of the exact 
number for 1957. Do you have that, Mr. Dorny ? 

Mr. Dorny. About 83 soil scientists would be added under that 
estimate which will make a total of about 1,091 soil scientists in the 
field, with a total of about $7.9 milhion to be spent in soil surveys. 

Mr. Wiu1aMs. That is the projected 1957 rate. ; 


MAP COMPILATION 


Mr. Wuirren. There is an item to accelerate map compilation, 
which shows an increase of $208,355. 








1965 


Mr. Witurams. That would bring survey publications up to a level 
of 50 per year. I believe it is at the level of 22 now. 

Mr. Warrren. What percentage of farms that need soil conserva- 
tion have been mapped, or have you made plans for ? 

Mr. WituiaMs. I think we have that on an acreage basis. 

Mr. Hocxensmirn. About one-third of the farms have now been 
mapped that need soil service. 

Mr. Wuirren. What farms for which you have plans or prepared 
the maps of conservation practices have you been successful? What 
percentage of them have done it, and what percentage have you helped 
do the work? In other words, what percentage of this soil job is 
accomplished through the soil-conservation approach ? 

Mr. Witu1AMs. In terms of the total Seana of farms, I believe 
the percentage is about 33, Mr. Whitten. On the basis of soil and 
range site survey acreage, the percentage is about 40. 

Mr. Wuirren. You can make corrections in the record. 

Of the 33 percent of the farms which have had the survey and those 
that have been planned, would you know the percentage of the sug- 
gested practices that have been carried out ? 

Mr. WitiraMs. I will have to supply that percentage. We have the 
figures on the number, I believe. 

Mr. Wuirtten. Please supply that for the record. 

(The information is as follows :) 


About 60 percent of planned practices have been established on farms and 
ranches. 


EFFECT OF PROPOSED SOIL BANK LEGISLATION 


Mr. Wurrren. Do you contemplate any increase in districts as a 
result of the passage of the soil bank should it become law ? 

Mr. WituraMs. I do not know whether that will have any direct 
effect on the number of districts or not. I suspect it may have some. 

For example, Pennsylvania is one of the States that has not moved 
along as rapidly on district organization, but there have been seven 
districts organized there since January 1 of this year. To what extent 
the discussion of the soil bank has had any bearing on that, I am not 
sure. I doubt it has had very much. 


ESTIMATED STAFF AND FUNDS AVAILABLE PER AVERAGE DISTRICT 


Mr. Wuirren. I asked you for some information a while ago which 
you could not give immediately. Have you found out what the aver- 
age number of technicians per district is in this budget if these funds 
are made available? Be sure to count the increased number of dis- 
tricts, which is 40. 

Mr. WiiuraMs. As to the figure I gave you before, an average of 
5.97 total personnel, the number of personel at the district level is 2.4 
man-years on the average. That is, local technicians, aids, and clerks. 

Mr. Wurirtren. Could we have that tabulation in the record? It 
might be of interest to us. 

Mr. WitttaMs. Yes, sir. 
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(The information is as follows :) 


Estimates staf and funds available per average district as of June 30, 1955 and 1956 





a 
1955 actual 1956 estimate | 1957 estimate 


} 
| 
' 
| 


| Man- | | Man- | Man- 

| years Amount | years | Amount years Amount 
ipa | | ete oar rear 
Area conservationist _ ike idan 0.111 | . 108 | 0. 107 $741 
Engineer and specialist - - ena eeet . 257 | . 274 | - 272 1, 504 
US TSE ee: peereeeere . 320 331 | 398 1 687 
Soil conserv a . 292 | . 266 1. 257 6, 505 
Conservation/engineering aid _ . 933 | »6 . 965 . 958 3, 984 
Clerk and stenographer. - sees .179 ’ 179 637 





Total permanent personnel__- 3.092 | : | 3. | : P 15, 058 
Intermittent employees: 

Aid__- ore . 131 
Clerk and stnographer . 073 | : 
Other-.-.--- -o| .010 | 28 | 
Regular pay in excess 52-week base..|......___.| 61 

Payment above basic rates____- en eee 37 
Payment to other agencies for reim- | 
1 


Total personal services oon 3 306 14, 853 | 
Travel _.__- a salvdecicess ee 423 
Transportation of things. __- 95 
Communication services eae Hi 197 | 
Rents and utility services- ice a 401 | 
Printing and reproduction - - veel iee4 Oe isc: 
Other contractual services - - - | | 195 |_. 
Supplies and materials. 897 |_. 
Equipment. ree 592 |. 

















Subtotal. __- Pt 17,749 | 3.320 | 
Cartographic expense . 139 | 642 | . 153 | 
Soil correlation, nurseries, , design, | 

etc ee cae ai ‘ 449 . 065 | 








Total, direct field expense ____- 3. 18, 840 . 538 
State office expense.._____._._______| . 336 | 2, 015 . 329 | 
Washington office expense: | 
Washington aren | 
Washington office__....____.__.| ; 541 | . 062 
Field headquartered: 
Field servicing units_--_-~-- ; 019 


Engineering and planning | ae 





230 
Total, indirect expense. 451 | : "442 | 3, 097 5 3, 089 








Grand total, expense... 3.947 | 21, 767 | 3.980 | _ 23, 008 23, 459 


Number of districts ----.........-.. 
Grand annual total (man-years and | 





10, 554. 5 58, ons. 132 10, 905. 5 | | 63, 042,745 | 11,047.4 | 65, 215, 000 
Average acres per district _______..-- eee 555, 338 | 558, 99: 
Average acres on farm per district___|.........- 
Average farms per district. ._._.....|........--| 





Mr. Wuitren. You have only a little over a fraction of one tech- 
nician in each district ? 

Mr. Wixutams. The work-unit conservationist is a full-time tech- 
nician, and we usually have a part-time or full-time aid and the 
part time of an engineer and soil scientist. The engineer and soil 
scientist usually split their time between two or more districts. 
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FLoop PREVENTION 


Program and financing 


1 
1955 actual | 1956 estimate 


{ ' 


| 
Program by activities: 


z, Preliminary examinations and surveys | $220, 039 | $95, 1! 
2. Works of improvement 8,916,806 | 11, 552, 200 
3 General basin investigations in the Arkansas-White- 

Red River and New England-New York areas | 262, 551 


Financing: 


Comparative transfers from other accounts. -...--__- -| 1,584, 717 | 


| 
Total obligations.._.....-- saanine neces | 9,390,306 | 11, 707, 997 
| 


1957 estimate 


$10, 


Unobligated balance brought forward —2,040,676 | —1, 707,907 |.......... 


Unobligated balance carried forward 1, 707, 997 | 


Appropriation ; 5 7, 482,000 | 10, 000, 000. 


Obligations by objects 


Object classification | 1955 actual | 1956 estimate 


SOIL CONSERVATION SERVICE 


Total number of permanent positions_ 
Full-time equivalent of all other postions... 
Average number of all employees- - - - -- 
Number of employees at end of year. 


A verage salaries and grades: 
General schedule grades: 
Average salary-----_--. shyanbacnwaneasead , 49: $4, 830 | 
Average grade. --_- ae PRES, GS-6.5 | GS-6.4 
Personal services: 
Permanent positions_- ; Psa, ee ‘ $2, 721; 211 $2, 941, 853 
Positions other than permanent _ 365, 788 428, 448 
Regular pay above 52-week base. --...-..--.--.------ 10, 716 | 10, 864 
Payment above basic rates_- , as . = | 37, 919 
Other payments for personal services... ; 15, 470 
Total personal services | 3, 137, 196 | 3, 434, 554 
Travel... - paiadieds tae eees 153, 564 | 163, 300 | 
Transportation of things- eowdbes tanks : : 18, 477 | 23, 600 
CONNOR TOT OUT VIOIE . - oon occ ogn cow cn es nees ; 37, 159 | 37, 400 
Rents and utility services j ats Soma 49, 797 46, 800 | 
Printing and reproduction i 24, 090 | 16, 500 | 
Other contractual services oe ees ag! 4, 026, 956 6, 101, 065 
Services performed by other agencies eal ict non--=--| 53, 456 50, 800 
Supplies and materials---...........-- a 398, 076 | 444, 200 | 
Equipment wight tenia sas 125, 146 | 100, 800 
Refunds, awards, and indemnities: 
Awards for employee pews polenihis ainanaat ad gies eee 325 300 
Pe Se xcandinenas scecasecncswantennesesns 9, 745 | 8, 900 | 


1957 estimate 


GS-6.5 


$2, 914, 100 
385, 100 


407, 000 
96, 000 


500 
8, 000 





Total, Soil Conservation Service... .........---.-----.- 8, 033, 987 7 | “10, 428, 219 


ALLOTMENT TO AGRICULTURAL RESEARCH SERVICE 


Total number of permanent positions. -__......--...-.-..._.--- 
A verage number of all employees. -...........----------.----- 
Number of employees at end of year 


A verage salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


0) Personal services: Permanent pene 
02 Travel. 
07 Other contractual services 
Services performed by other agencies 
08 Supplies and materials. ---- 
Ie ee ee bocmeide oat 


Total, Agricultural Research Service 


9, 469, 500 
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Obligations by objects— 


Object classification 


ALLOTMENT TO FOREST SERVICE 


Total number of permanent positions-- 

Full-time equivalent of all other positions 
Average number of all employees uid inte 
Number of employees at end of year_..-.--.---- ee ieee 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 


Ungraded positions: Average salary___.......-..--. 
01 Personal services: 
Permanent positions.........--- ite oeanak 
Positions other than permanent__._....-.-_____- 
Regular pay above 52-week base-_-_--_--- eta 
Payment above basic rates__...........---.----- 
Total personal services__.........-.----- ae 
"NR 5 ee atmeccc ace irate eiattale su 
03 Transportation of things___......---- nh aed 
04 Communication services- -.-- cow  caeatn e aciermtens 
OS Benteand wility servior..........................- i 
06 Printing and reproduction __-.......-..----- eas 
07 Other contractual services. ----.....-...----.-..--.. 
Services performed by other agencies___.......-- 
Oe Ie I ooo inee nce icc ccccwecnccce 
09 Equipment___....._.-- a 
11 Grants, subsidies, and contributions___.-.----_-___- 
By I on i orem cscwcecesnccue 


IS eee 
Deduct charges for qué arters and subsistence___- 


Total, Forest Service 


Total obligations 


ener 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation 
Balance brought forward: 
Unobligated 
Obligated 


Total budget authorizations available___.___- 


EXPENDITURES AND BALANCES 


Expenditures— ae 
Out of current authorizations - --_-- 
Out of prior authorizations --- 


Total expenditures_-- 
Balance carried forward: 

Unobligated 

Obligated 


Total expenditures and balances. -- 


_ 


Continued 


1955 actual 


1956 estimate | 





1957 estimate 











| 
| 1955 actual 


spies $7, 482, 000 
2 040, 676 
2, 103, 871 


‘UL, 626, 547 





ae 85 58 58 
Se ee 127 97 | 97 
e 241 191 191 

taehbe 172 155 | 155 

| 
| 
cobaes $4, 707 $5, 069 | $5, 042 
eS GS-6.6 GS-6.7 | GS-6.7 
ee $3, 739 $3, 872 | _%,8 872 
aoe $476, 026 $395, 026 $396, 208 
inka 262, 720 225, 662 225, 662 
ss 1,311 SIPE he cceven 

sie 2, 496 | 2, 660 2, 660 
742, 553 624, 620 624, 620 
ae Bee 21, 903 18, 000 18, 000 
a 2, 652 2, 000 2, 000 

7, 572 6, 800 | 6, 800 

5, 857 6, 800 | 6, 800 

7 oe eee 
ee 205, 711 237, 000. 200, 500 
aes 199, 704 220, 000 | 215, 000 
‘ae 114, 867 141, 058 | 133, 280 
26, 971 | 11, 500 | 11, 500 
zs 10, 885 10, 000 10, 000 
oe 5, 564 5, 000 5, 000 
cematd | 1,344,346 | 1, 282, 78 | 1, 233, 500 
‘ --| 2, 626 3, 000 3, 000 
i aslehllaoll 341, 720 A, 279, 778 1, 230, 50 
pede 9, 399, 396 ; 1, 707, 997 10, 700, 000 


t authorizations, ee? and balances 


| 195 6 estimate | 


$10, 000, 000 | 


1, 707, 997 | 
2, 765, 847 | 





14, 473, 844 | 


| 1957 estimate 


$10, 700, 000 


| 4,409, 844 


‘16, 199, 844 





JUSTIFICATION OF THE ESTIMATES 


r. Wuirren. We will turn now to flood prevention. 


ccc} 7% 1sa.708 {REA | Bootes 
cn, | 7,152,703 | 9,974,000 | 10, 700, 000 
es. 1, 707, 997 b sian, Wis ring 

aes | 2'765,847 | 4, 490, 844 | "4; 490, 844 
_e-ee-| 11,626, 547 | 14,47 3, 844 | 15, 199, 844 


We will in- 


sert pages 304, 306, and 308 to 314 of the justifications at this point. 


(The justifications follow :) 


Appropriation Act, 
Budget estimate, 1957 


1956 and base for 1957__ 


Increase (to accelerate the installation of flood prevention works 
of improvement and conservation land treatment measures in the 


11 watersheds authorized by the Flood Control Act of 1944) 


$10, 000, 000 


10, 700, 000 


+700, 000 
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Project statement 


| 
Project 


. Preliminary examinations and surveys 
Works of improvement 
3 General basin inv estigations 


} 


Total pay act costs (Public Law 94) | 


| 1955 


| 1956 (esti- 


| mated) 


‘ 037, 375 '310, 000, 000 
239, 453 |. ---- ‘ 


_ 4, 677] | 


(283, 000) | 


Increase 


+ $700, 000. 


“(-7, 000] | | 


| 
1957 (esti- 
ae 
& 


$10, 700, 000 


(276, 000] 


pee eS ee ea seer ae 7, 358, 720, }210, 0 000, 000 | +700, 000 | 10, 700, 000° 


1955 appropriation available in 1956 


+1, 707, 997 


Transfer in 1956 estimates from other accounts. - -..-.-.. |—1, 584, 717 


Total appropriation or estimate 


1 In addition, $2,040,676 was available from prior year balance. 


7, 482, 000 | 


10, 000, 000 


2 In addition, the following unobligated balances from the prior year are available: 


(a) Preliminary examinations and surveys._--.-......---- 


(6) Works of improvement _ 
(c) General basin investigations 


a eae canect cee ake adnate duhuone ac minnie ands 


1956 
. $95,159 
. 1, 552, 290 
60, 548 


1, 707, 997 


Works of improvement—Funds available 1956, and proposed appropriation 1957 





Watershed 
Total 


available 


| 
| 
| 
| 
| 
| 
| 
| 


Balances 


1956 availability 


carried 
forward 


from 


1956 
appropria- 
tion 


| 1957 budget 


estimate 
(new appro- 
priation, 
in addition, 
prior year 
balances 


1955 
(3) 


available) 


(4) 


oe] 


| 
| 
| 
$364, 499 | $37, 629 | 
| 
| 
} 


Buffalo Creek, N. Y 

Colorado (Middle), Tex 

Coosa, Ga., Tenn 

Little Sioux, lowa < 
Little Tallahatchie, Miss_-_--__--- 
Los Angeles, Calif__- 
Potomac, Md., Pa., Va , Ww. , ; 
Santa Ynez, Calif- 

Trinity, Tex 

Washits “ Okla. - Cee 

Yazoo, Miss. ---.- 


$326, 870 
859, 837 
390, 187 
805, 811 
703, 806 
897, 571 
347, 800 

69, 500 
293, 714 
716, 923 
’ 587, 981 | 


$292, 170 
1, 207, 130 
499, 880 
589, 290 
768, 880 
803, 710 
439, 660 
96, 610 

2, 231, 160 
2, 119, 040 
1, 652, 470 


1 10, 70€, 000 


876, 042 16, 205 | 
396, 048 5, 861 
1, 067, 091 | 280 
1, 003, 110 299, 304 | 
1, 130, 820 233, 249 | 
457, 398 109, 598 | 
83, 457 13, 957 | 
2, 316, 686 22,972 | 2, 
1, 886, 854 | 169, 931 | 1, 
1, 970, 285 382, 304 | 1 


1, 552, 290 | | 


261, 





11, 552, 290 





Total ; | “10, 000, 000 








1 Includes $300,000 for emergencies. Under authority of sec. 216 of the Flood Control Act of 1950, not to 
exceed $300,000 may be expended each fiscal year for emergency measures when a fire or any other natural 
element or force has caused a sudden impairment of the watershed. This amount is withheld from the 
allotments to the various watersheds at the beginning of each year on a proportionate basis. Such amounts 
as are not needed for emergency measures are redistributed, also on a proportionate basis, to these water- 
sheds toward the end of the fiscal year for use therein. 


STATUS OF PROGRAM 


PRELIMINARY EXAMINATIONS AND SURVEYS 


STATUS OF REVIEW SURVEYS 

Except for necessary review surveys on 6 of the 11 watersheds in which the 
Department is permitted by section 7 of the Watershed Protection and Flood 
Prevention Act to continue to prosecute works of improvement for flood preven- 
tion, all survey work conducted by the Department under authority of the Flood 
Control Act of 1936, as amended and supplemented, was discontinued after enact- 
ment of Public Law 566, 83d Congress. As of June 30, 1955, the field work and 
survey reports had been completed for 3 of the 6 watersheds in which review 
surveys were in progress during the 1955 fiscal year. There is still some field 
work to be done in the Little Sioux, Little Tallahatchie, and Yazoo watersheds 
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before the writing of the review survey reports can be completed. This work 
is expected to be finished by April 1, 1956. 

Review survey reports previously completed for the Trinity River watershed 
in Texas and the Coosa River watershed in Georgia were revised during the 
year. The original authorizations for these two review surveys contemplated 
extending the area of the approved watersheds to cover additional lands, and 
the review survey reports had been prepared to include data pertaining to these 
additional areas. However, Public Law 566, 83d Congress, limited the Depart- 
ment’s authority to carry out flood-prevention work to the authority contained 
in the Flood Control Act of 1944, approved December 22, 1944. The latter did 
not include these additional areas, so it was necessary to revise the review survey 
reports. 

AGENCY PARTICIPATION 


Funds available for preliminary examinations and surveys have been allocated 
to the cooperating agencies in the Department as follows: 








1955 obliga- 











| 


Agency tiene 1956 estimate | 1957 estimate 
ees — —— sueeeeseess = _ anues = a | a ASSP 
Soil Conservation Service-- : Duet la Sanene meme | $174, 551 | RE Sc andceasd 
Forest Service. _....----.---- ALPERT RARE 45, 488 24,892 |. 

IN : : ae ee | 220, 039 | 1 95, 159 | Sea 


1 Any balance remaining unobligated when the work has been completed will be recommended for transfer 
to “‘Works of improvement.” 


WorRKS OF IMPROVEMENT 

Current activities 

The Flood Control Acts provide for the reduction of floodwater, sediment, 
and erosion damages and the prevention of floods by watershed improvement 
measures for which the Department of Agriculture is responsible and for control 
of floods by main-stream control works for which the Department of the Army 
is responsible. The work of the Department under this item is carried on in 
the 11 watersheds authorized by the Flood Control Act of 1944, and consists of 
(a) the preparation of detailed subwatershed or functional work plans which 
specify the kind of improvements to be installed for flood prevention, their 
location, and the work schedule; (6) the installation of works of improvement, 
such as diversions, dikes, gully-stabilizing and water-retarding structures, debris 
and desilting basins, floodways, stream-channel improvement, fire protection and 
woodland improvement measures, etc., to reduce flood, erosion, and sediment 
damage and retard runoff and control its movement into the main streams; 
and (c) the acceleration of land-treatment measures to prevent erosion and 
protect the structural works of improvement from flood and sediment damage. 
Proposed improvements by the Department are correlated with and designed 
to protect mainstream work by the Corps of Engineers, the Bureau of Reclama- 
tion, and others, in addition to providing protection to the watershed lands and 
property above the mainstream works. 


PROGRAM ASSIGNMENTS 


The Soil Conservation Service has general responsibility for administration 
of the work of the Department authorized under the Flood Control Acts. The 
Soil Conservation Service and the Forest Service carry out the planning and 
installation of flood prevention works of improvement in the authorized water- 
sheds. Division of responsibility is in accordance with their respective specialist 
fields. The Forest Service activities are concerned with (q@) all national forests 
and other lands in the authorized watershed that are administered by the 
Forest Service; (b) all range areas adjacent to national forests in the watershed 
and used in conjunction with such forests: and (c). other forest land within 
the watersheds. The Soil Conservation Service activities are concerned with 
all other private and public lands in the watersheds. 
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MAINTENANCE RESPONSIBILITIES 


The proper and continued maintenance of installed measures is the key to 
the longtime effectiveness of the watershed improvement programs. Land 
owners and operators generally maintain conservation and other measures 
which benefit primarily the lands upon which they are installed. Local units 
of government generally maintain the measures which provide primarily off-site 
benefits. 

EXAMPLES OF RECENT PROGRESS 


Allocation of funds for works of improvement 


Funds available for planning and installation of flood-prevention works of 
improvement are allocated between the Soil Conservation Service and the 
Forest Service as follows: 


1955 obliga- 1956 funds 


Agency A ; 
Agenc’ tions available 


1957 estimate 


| 
= 


jsipaetaaiittatini deceit leas | - 


Soil Conservation Service----- gutcedeve we 7 | $7, 639, 463 $10, 300, 845 | $9, 469, 500 
Pores GG a « de ecevntad ew ecdssucdeios shai sei 1, 277, 343 | 1, 251, 455 1, 230, 500 
PM pc ccketeciscccecuencns ; 8,916,806 | 11, 552, 290 | 10, 700, 000 

j 


The following table provides a breakdown by watersheds of the allocations for 
1956 and 1957 shown above: 


1956 funds available and agency 1957 budget estimate and 
distribution agency distribution 
Watershed 





SCS | FS Total SCS FS | ‘Total 


. Buffalo Creek, N. _-.----| $363,049 | $1, 450 $364, 499 | $288, 480 $3,690 | $292, 170 
2. Colorado (middle), Tex. _.-...---- 876, 042 , 876, 042 |1, 207,130 |__ 1, 207, 130 
3. Coosa, Ga., Tenn Z 389, 948 | 6, 100 396, 048 474, 040 25, 840 499, 880 

Little Sioux, Iowa, Minn- - - 1, 067, 091 | _- , 067,091 | 589, 290 | 589, 290 
5. Little Tallahatchie, Miss 822,971 | 233, 139 , 056,110 | 597, 840 171, 040 | 768, 880 

. Los Angeles, Calif-__-.--- | 647,081 | 583,739 | 1,130,820 | 291,820 | 511,890} 803, 710 

. Potomac, Md., Pa., Va., W. Va--- 433,204 | 24,194 | 457, 398 408, 900 30,760 | 439, 660 

. Santa Ynez, Calif 33, 553 49, 904 83, 457 9, 240 87, 370 | 96, 610 

; er it. too cee wh vadbokee | 2,316, 686 --------| 2,316,686 |2, 231, 160 | é | 2, 231, 160 

. Washita, Okla_.__- 1, 886, 854 , 886, 854 (2,119,040 | 2, 119, 040 
1, 652, 470 


», an wen 1, 564, 356 352, 929 , 917, 285 |1, 252,560 399, 910 | 
12. Emergencies !_....--.--- ecanspactijecousances loss 


| 10, 300, 835 |1, 251,455 | 11, 552, 290 |9, 469, 500 |1, 230, 500 |10, 700, 000 


1 Under authority of section 216 of the Flood Control Act of 1950, not to exceed $300,000 may be expended 
each fiscal year for emergency measures. 


when a fire or any other natural element or force has caused a sudden impair- 
ment of the watershed. This amount is withheld from the allotments to the 
various watersheds at the beginning of each year. Such amounts as are not 
needed for emergency measures are redistributed to these watersheds toward 
the end of the fiscal year for use therein. 


WATERSHED WORK PLANS AND IMPROVEMENT MEASURES 


The Department, in cooperation with soil conservation districts, watershed 
organizations, and other local private and public agencies, is planning and 
installing watershed improvement measures in all 11 of the authorized water- 
sheds. As of June 30, 1955, work plans had been developed for approximately 
13,759,840 acres or about 46 percent of the 30,102,774 acres in the authorized 
portion of the watersheds. 

The following table lists some of the major watershed works of improvement 
which have been installed or were in the process of installation cooperatively 
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by the Department agencies and local cooperators in 1955, and those planned 
to be installed in 1956 and 1957: 


ts ae " oe > ; 1956 1957 
l'ype of improvement Unit 1955 actual estimate estimate 


. Floodwater retarding structures. __- 108 
2. Stabilization and sediment control structures: 
(a) Structures__. a 
(b) Debris and desilting basins__.__._......._-__-|_. 
(c) Detention terraces _- att Le a SA ee eek aee Mile 
3. Subwatershed waterway improvement. __- ote 
. Stream channel improvement 
5. Diversion ditches and dikes 
). Floodways (channel excavation) =a 
. Stabilization of critical runoff and sediment pro- | 
ducing areas: 
(a) Roadside erosion control._____- ee eee ‘ 396 
(b) Revegetation: 
(1) Grasses and legumes | Acres___.-! 8, 401 3, 050 
(2) Woody plantings aren ae aca an Sane 44, 339 31, 670 
. Fire protection: | 
{a) Fire-control trails and breaks al 204 | 
(6) Structures__ e a a dco Number - - 14 
(c) Heliports and heliospots__........_.....___._|_..do : 174 | 
(d) Mobile equipment._-- }...do aaa 18 | 
. Communication facilities: | 
(a) Permanent radio installation. _......._.......|_..do_____-- 13 | 
2 TEENS BNE cin nc nt ence nindntevesnes| (M6505 89 | 








PARTICIPATION OF LOCAL PEOPLE AND ORGANIZATIONS 


The establishment and maintenance of the flood-prevention measures planned 
for each watershed are dependent upon the financial ability and willingness 
of the local people to assume their share of the responsibility for the works of 
improvement to be installed. This includes cooperation and participation in the 
planning, installation of the land treatment measures, securing of all easements 
and rights-of-way for the structures to be installed, sharing of costs in some 
cases for the major works of improvement, and assumption of full responsi- 
bility for the maintenance of the improvements installed. 

The following are examples of local cooperation : 

1. In the Trinity River watershed in Texas a complete land treatment program 
has been applied on nearly all lands of the Elm Fork tributary above Brushy 
Creek. Over 80 percent of the area draining into the three floodwaters retarding 
structures installed in the Squabble Creek tributary is under cooperative agree- 
ment with the Kaufman-Van Zandt Soil Conservation District and about 75 per- 
cent of the planned practices have been applied. Several watershed associations 
have been formed with the objective of assisting the soil conservation districts 
in furthering the land treatment program. The local people in the lower East 
Fork laterals subwatershed obtained all easements (126 in number) that were 
necessary to permit construction of the 12 floodwater retarding structures that 
were built. The value of these easements was $122,700 of which $30,000 was 
raised locally and paid to landowners whose lands would be damaged by the 
flood pool. The local people have also spent $950,000 in the construction of river 
levees and a floodwater diversion. 

2. In the Little Sioux watershed in Iowa the Little Sioux works commit- 
tee, the district commissioners, and the county ASC committee have worked 
diligently to promote the use of level terraces as a principal flood prevention meas- 
ure in this watershed. Largely as a result of their efforts, approximately 600 
miles of level terraces were installed during the 1954 calendar year compared with 
a cumulative total of 850 miles installed since 1946. 

3. In the Potomac River watershed several groups have organized to promote 
and assist in the installation of flood prevention measures. The South River 
Land and Water Conservation Association has been formed to develop work 
plans and assist in the installation of a complete flood prevention program in 
the South River subwatershed. The Interdistrict Potomas River Basin Com- 
mittee was organized to coordinate the flood-prevention programs being planned 
and installed in the Shenandoah Valley, Lord Fairfax, and Mountain Soil 
Conservation Districts. The City Council of Waynesboro has participated in 
the development of the work plan for the South River subwatershed and is 
furnishing the funds to maintain the one floodwater retarding structure that 
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has been installed. The States of Maryland, Virginia, and West Virginia are 
furnishing technical forestry assistance to the woodland owners in the watershed. 


DEMONSTRATED EFFECTIVENESS OF WORKS OF IMPROVEMENT 


The storm of May 17-19, 1955, on the Deep Creek subwatershed of the Middle 
Colorado River watershed in Texas demonstrated the effectiveness of watershed 
improvement measures in reducing flood damages. A maximum of 9.22 inches 
of rainfall was measured for the 30-hour period of the storm at one of the many 
gages throughout the Deep Creek watershed, and the maximum intensity 
recorded was 0.8 inch for a 5-minute period. The weighted rainfall for the 
entire subwatershed was 7.78 inches. Approximately 950 acres of the 3,900 
acres in the flood plain, of which about 44 percent is cropland, were flooded 
as a result of this storm. Without the watershed improvement measures it is 
estimated 3,050 acres would have been flooded. About 360 acres of the flood 
plain were damaged moderately by scouring. It is estimated that the flood- 
water retarding structures reduced this damage by 70 percent and that without 
the structures 1,220 acres would have been severely damaged. All structures 
functioned effectively and as planned. 

During the spring of 1954 an intense rainstorm of short duration occurred 
on the Anthon subwatershed of the Little Sioux watershed in Iowa. At that 
time the flood-prevention program was only partially complete. The amount 
of water retained in the approximately 10 miles of level terraces and 1 deten- 
tion reservoir which had been installed reduced the flood flow through the town 
of Anthon sufficiently that there was no flood damage. After the storm residents 
of Anthon reported that the watershed treatment measures had prevented 
serious damage to the town. 

A major flood-prevention factor in the Los Angeles watershed is the system 
of fire control measures established to protect the brush and timber cover on 
the watershed. The intensified fire control measures installed and maintained 
on the national forest and State and private lands of the watershed in coopera- 
tion with the city of Los Angeles and Los Angeles County are providing that 
protection. Since 1949, when the first group of installations were nearing 
completion, the occurrence and size of fires within the watershed have been 
reduced significantly. Prior to 1953 the rate of burn per million acres protected 
had been reduced to 790 acres. <A single fire occurred in the watershed in 1953 
after the release of the special fire protection crews at the close of the normal 
season. This fire burned about 14,000 acres and as a result the rate of burn 
for the period 1949-54 was 77,000 acres per million acres protected while in the 
adjoining national forest area the rate of burn was 189,500 acres. 


EMERGENCY MEASURES 


Pursuant to the authority contained in section 216 of the Flood Control Act 
of 1950, emergency treatment was undertaken to prevent serious sediment and 
debris damage to residential areas, public water supplies, main transportation 
and communication facilities, and public utilities, as well as possible loss of life, 
in seven areas damaged by fire or floods in the 1955 fiscal year. Emergency 
seeding of fire denuded steep mountain slopes to rapid germinating mustard, 
ryegrass, orchard grass, or other grasses or grass mixtures, mostly by airplane 
or helicopter, provided immediate protective cover over the burned areas to 
reduce potential debris or sediment damage in the event of sudden or prolonged 
rain. Six of the seven areas were located in California. A total of 18,000 acres 
of burned area were planted to these cover crops. Emergency diversion chan- 
nels and debris basins were also installed where necessary. 

As a result of the torrential rains accompanying the hurricanes in the fall of 
1954, widespread damage occurred in the Garland Brook watershed in New 
Hampshire. Surface and gully erosion and channel scour in the watershed area 
deposited considerable quantities of debris and sediment into the water supply 
of Lancaster, N. H. Its diversion works was completely destroyed and the 
main intake was choked with debris. About 70 percent of the drainage area for 
the water supply originates in the White Mountain National Forest. In order 
to prevent severe erosion in the forest and to protect the water supply from 
increased sedimentation, stabilization of the public lands was accomplished by 
the construction of small check dams in gullies, removal of debris from tributary 
channels, and emergency seeding of severely eroded areas. 

The amount obligated for the emergency treatment of these seven areas in the 
fiscal yenr 1955 was $66,925. 
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GENERAL BASIN INVESTIGATIONS 


STATUS OF BASIN INVESTIGATIONS 


The Department has been participating with six other Federal departments 
and agencies and with the respective States concerned, in planning comprehen- 
sive resource development programs for the Arkansas-White-Red Rivers and the 
New England-New York areas. All fieldwork and the writing of the reports 
was completed by June 30, 1955. <A copy of the reports has been furnished to all 
interested agencies and the States involved for review and comment. However, 
because of the rapidly expanding watershed protection activities and the need 
to assign personnel to that program, the final revision and reproduction of the 
reports remains to be completed, and this will be done in the near future. 


AGENCY PARTICIPATION 


Funds provided specifically for general basin investigations in the Department 
are allocated as follows: 


1955 obliga- 


tions 1956 estimate | 1957 estimate 


Agency 


Soil Conservation Service re $219, 972 
18, 890 


Forest Service 
Agricultural Research Service 





Te dah ce eeaisanhitedats Gis cata hes cgesieialneen hannah 262, 551 | 


' 60, 548 





! Any balance remaining unobligated when the work has been completed will be recommended for transfer 
to “ Works of improvement.” 


ACCELERATION PLANS FOR FLOOD PREVENTION PROJECTS 


Mr. Wurrren. Do you have any general statement on the flood- 
prevention items? 

Mr. Wiuu1ams. Nothing additional. 

Mr. Wuritren. What is the increase in this item? 

Mr. Witxi1aMs. $700,000 for fiscal year 1957. 

Mr. Wurrren. We asked some general questions earlier. Now 
that you have had a little time to think about it, what can we do to 
improve this situation? What would be your advice as to how to 
bring about the speeding up of this work in these watersheds? I am 
talking on the assumption that the funds are available. Then what 
action can be taken ? 

Mr. Wituiams. I think with reasonable assurance of funds that 
would be commensurate with the ability of the local people to get 
their easements and so forth, and with the understanding that there 
might be a possibility of making adjustments between projects when 
those are indicated as desirable, then it will be possible for local or- 
ganizations and the Department to do a better job of programing 
ahead. Where vegetative materials are involved, or the acquiring 
of easements and other things essential, a couple of years ahead, | 
believe that will help in the situation. 

Mr. Wurrren. I believe under this item insofar as the basic law 
is concerned, you do have authority to carry over funds from one 
year to another, do you not? 

Mr. Witi1ams. Under the flood-prevention items that is correct. 

Mr. Wurrren. If you have not done so, I would like for the record 
to carry a brief summary of the rate of progress on each of these 
watersheds, and a statement as to present difficulties. I notice you 
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had statements with regard to some of them that are very anxious to 
proceed at a fast rate. I should like to have the explanation of the 
-low rate of progress for the others to be included in the record, 
-imilar to what I have tried to develop with regard to the two in 
my own area, 

Mr. Prererson. You want a detailed explanation of each of the 
watersheds, pro and con ¢ 

Mr. Wurrten. Pro and con; that is right. We would also like to 
have any suggestions that might be made to the committee as to what 
we could do to help improve the situation. 

The information I have asked you to supply for the record, in view 
of the tight situation with which we are faced here in printing, I 
will ask you to supply in detail to the committee by letter. 

(Discussion off the record.) 


PROGRESS OF WORK 


Mr. Wuirren. I might ask you now to give us the rate of progress. 
Ilow many years are you behind the rates originally set up? How far 
behind are you insofar as completing these projects is concerned ? 
What funds would it take to eventually complete the entire work? 
What percentage of the total cost have you already expended, and 
what percentage of work have you done already on each of these 
watersheds ? 

Mr. Brown. Mr. Chairman, we have recently completed a review 
survey of all the 11 watersheds as originally authorized. The present 
estimate is that the total cost of completing all those programs is $450 
million. The cost to the Federal Government in total is estimated 
at almost $322 million. 

The amount of Federal obligations on those projects to June 30, 
1955, will be $46,950,617. There is available for expenditure this fiscal 
vear, 1956, $11,252,290. That leaves an estimated remaining Federal 
requirement of $263,690,573. 

At the 1957 budget rate of appropriations it will require from 6 to 
54 years to complete these projects, or an average for all projects of 
about 25 vears. 

Mr. Warrren. Thank you for the information. That raises a ques- 
tion again in my mind. With the present temper and in view of many 
things we are doing throughout the world, I think the Congress is 
ready to implement this work by making larger appropri iations, which 
will not add to the overall cost. but pr obably would decrease it, so as 
to get through in a much shorter period of time. With the picture 
today more money does not necessarily mean a faster rate of progress. 
It leaves us in a position where we still need to know what we can do 
to — it possible for you to do the work. 

asked for that earlier, but I mention it here only to stress the fact 
tha at you folks have to come up with some plan for putting this work 
into effect. I think the Congress will go along with you in doing it. 

Mr. Brown. Mr. Chairman, if T might comment on that, I think the 
record will show there has been a stepping up of the amounts actually 
obligated over the last 3 years as a result of the increased appropria- 
tions made for this purpose. 

As Mr. Williams pointed out earlier, it is normal to expect in this 
kind of a program that there will be some carryover every fiscal year 
regardless of what the level of appropriations may be, because the 
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local people cannot anticipate that far in advance what they can 
obligate. 

Mr. Waurrren. I can understand that. I presume that is the reason 
the act itself provides for the carryover funds. 

Mr. Brown. Yes, sir. 


BACKGROUND OF 1957 BUDGET ESTIMATE 


Mr. Wurirren. What amount of money did the Service ask of the 
Secretary for these items? 

Mr. WitutAMs. The Service asked for $1.5 million increase in the 
estimate over this year. 

Mr. Wuirren. What did the Secretary in turn ask of the Bureau of 
the Budget? 

Mr. WiiuiaMs. $700,000. 

Mr. Wuirren. What was the action of the Bureau of the Budget on 
the requested amount of the Secretary ? 

Mr. Wiiu1aMs. That was the allowance. 

Mr. Warren. That is the allowance. 

Gentlemen, I have discussed flood prevention and claimed some 
credit in that regard. I do not claim to have initiated it, but I started 
calling it what it is, flood prevention, instead of flood control, because 
it is in the watershed area. 

I shall now turn the witness over to the father of the soil-bank 
program, which seems to have come of age. I believe, Mr. Andersen, 
you got all of the votes of the Representatives yesterday but 78. We 
will now listen to the godfather of the soil-bank program. 

Mr. Anprrsen. Of course I would have to share that term of “god- 
father” with Mr. Marshall. 

Mr. Marshall and I are both proud of the fact that on February 2, 
1954, we introduced the first two bills having to do with diverted acres. 
From that beginning has now finally come the action of the House of 
Representatives yesterday, as Mr. Whitten has stated, by a margin of 
approximately 4 to 1, at least, giving the opinion of the House of 
Representatives that the soil bank holds great promise for the future. 
I feel certain that it does. 

Do you not feel that way, Mr. Marshall? 

Mr. MarsHau. Yes; I thoroughly agree with you, Mr. Andersen. 

Mr. Anpersen. As to the watershed-protection program, I recall 
that subject coming up years ago when I was sitting in the subcom- 
mittee here. 

WATERSHED PROTECTION 


Program and financing 


1955 actual | 1956 estimate |1957 estimate 








Program by activities: 





1. Watershed planning and works of improvement__-____- $6, 208,797 | $13, 423, 136 $15, 500, 000 
2. Surveys and investigations of water resources programs.|_._._......--- 250, 000 500, 000 
eer. 5083 Se At attake dead 6, 208, 797 13, 673, 136 16, 000, 000 
Financing: 
Comparative transfers to other accounts___........-..---- 4, 850 3 ee eee 
Unobligated balance brought forward_...............----- —682, 718 ok, GO Pia) 15 60i-<.k 
Unobligated balance carried forward._...............-.--- 1 GRE Nanccckigecame Dae a= 





Appropriation (adjusted) ..___- es a5, 7,210,000 | 12,000,000 | — 16, 000, 000 
| 
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Obligations by objects 


Object classification 


SOIL CONSERVATION SERVICE 


tal number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. - - 
Number of employees at end of year... 


erage salaries and grades: 
General schedule grades: 
Average salary 
Average grade __ -_- 


Personal services: 
Permanent positions 
Pesitions other than perm: snent.. ‘ 
Regular pay above 52-week base - - 
Payments above basic rates 
Other payments for personal services 


Total personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions. 
Refunds, awards, and indemnities: Awards for employees 
suggestions 
Taxes and assessments. -- 


Subtotal 
iuct charges for quarters and subsistence 


Total, Soil Conservation Service 
ALLOTMENT TO FOREST SERVICE 
fotal number of permanent positions__-_- 
Full-time equivalent of all other positions 


Average number of all employees 
Number of employees at end of year 


\ verage salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary 
Personal services: 
Permanent positions. - = . 
Positions other than per manent 
Regular pay above 52-week base 
Payment above basic rates_- 


Total personal services 

Travel . 
Transportation of things- 
Communication services. 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
. quipment 5 

sands and struc tures 

Gn ants, subsidies, and contributions. 
Taxes and assessments 


Subtotal _- 2 : 
/educt charges ‘for quarters. and subsistence _- 


Total, Forest Service - - 


| 
1955 actual 
| 
| 


$4, 493 
GS-6.5 


$2, 175, 232 
210, 532 

9, 437 | 

45, 231 

2, 994 


2, 443, 426 
246, 949 
26, 741 
25, 460 
19, 679 

36, 27 
2, 475, 166 
22, 048 
155, 907 
231, 976 


5, 689, 122 
218 


, 688, 904 


$4, 707 
GS-6.6 
$3, 739 


$139, 695 
114, 680 
605 

133 


255, 113 
25. 813 
3, 280 
1, 944 
1, 583 

119 

39, 139 
41, 865 
23, 497 
2, 604 
14, 616 
52, 668 
2, 017 
464, 258 
66 


1956 estimate | 


, 453 
OR5 


412 


1,165 
, SOR 

3, 800 
2, 400 
500 
300 

50, 900 
44,100 
36, 328 
5, 200 
45, 000 
130, 000 
1, 630 
719, 291 
60 


464, 192 


719, 231 


1957 estimate 


$4, 669, 960 


500, 540 


58, 600 
36, 400 


, 901, 900 


29, 000 
285, OOO 
356, 700 

27, 000 


1, 000 
&, 700 


, 036, 500 
300 


, 036, 200 


$5, 042 
GS-6.7 
$3, 872 


$284, 270 
104, 453 


389, 135 
41, 998 
3, 800 
2, 700 
1, 500 

300 

40, 000 
43, 600 
31, 897 
5, 500 
40), OOO 

130, 000 
1, 630 


732, 060 
60 


732, 000 
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Obligations by objects—Continued 


Object classification 1955 actual | 1956 estimate | 1957 estimat: 


ALLOCATION TO AGRICULTURAL RESEARCH SERVICE 


Total number of permanent positions _ s | 4 | 19 





IDES misSebupin ti cwkbckucemavdmkontewnneascas 6, 208, 797 13, 673, 136 16, 000, 00! 


ly 
Full-time equivalent of all other positions Si ae 1 3 
Average number of all employees ; beak 5 | 17 21 
Number of employees at end of year j 13 | 21 | 21 
Average salaries and grades: ch, Stile 
General schedule grades: 
Average salary . ‘ $4, 844 | $5, 245 $5, 361 
Average grade ; | GS-7.0 GS-7.0 GS8-6.9 
01 Personal services: ; Sit ; 
Permanent positions--.- * . $34, 040 $101, 500 $116, 900 
Positions other than permanent_- ; | peneei 7, 520 15, 000 
Regular pay above 52-week base 329 7 a ee 
Total personal services : | 34, 369 109, 550 131, 900 
02 Travel--- asad : = 3, 802 18, 100 22, 500 
04 Communication services Micapioae Rat iaibtaas 5 300 400 
07 Other contractual services ; PAPI RR, 106 1, 100 1, 100 
Services performed by other agencies-__-_---...-------- 2, 140 7, 600 15, 600 
15 ‘Taxes and assessments--- . sehb<vdeekeos sainstose ond 16 150 300 
Total, Agricultural Research Service_-------- Satie 40, 438 136, 800 171, 80 
ALLOCATION TO GEOLOGICAL SURVEY, DEPARTMENT OF 
THE INTERIOR 
Sy ‘eer coniraeiea Garvie: <2 oe. 2 se J | 15, 263 64, 737 60, 000 
| 


Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimat: 


BUDGET AUTHORIZATIONS AVAILABLE 

















= | 
Appropriation 7 paaa cia a ee ; $7, 250,000 | $12, 000, 000 $16, 000, OO 
Transferred to ‘“‘Salaries and expenses, Office of the General 
Counsel, Agriculture’”’ (68 Stat. 812)_...___- ae8 | —40, 000 | 
Adjusted appropriation. : 7,210,000 | — 12, 000, 000 16, 000, 004 
Balance brought forward: 
Unobligated _ - -- - ; 682, 718 | se.) 
Obligated__.-__--- = ‘ ; | 2, 215, 055 | 2, 194, 070 5, 800, 141 
Total budget authorizations available. -_- 7 | 10, 107, 773 15, 873, 141 21, 800, 141 
EXPENDITURES AND BALANCES nen a | : 
Expenditures— 
Out of current authorizations _- - i; 6, 234, 632 If 7, 878, 930 7, 949, 854 
Out of prior authorizations_-__- ; ee |\ 2, 194, 070 5, 800, 141 
Total expenditures. __- ’ 6, 234, 632 | 10, 073, 000 13, 750, 000 
Balance carried forward: 
Unobligated_ ; 2 " | RO GFe lnwes cease dhcntiaelabnede 
Obligated._-.---.-- re , 2, 194, 070 5, 800, 141 8, 050, 141 
Total expenditures and balances. ------- Renews 10, 107, 773 15, 873, 141 21, 800, 141 








JUSTIFICATION OF THE ESTIMATES 


Mr. Wuirren. In connection with that subject, may I interrupt to 
ask that pages 265 and 270 through 303 of the justification be included 
in the record at this point ? 

(The information is as follows :) 
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Watershed protection 


Appropriation Act, 1956 $12, 000, 000» 
aaa Activities transferred in the 1957 estimates to “Salaries and ex- 
= penses, Office of the Secretary of Agriculture” for personnel inves- 
tigations 


Base for 1957 ‘ ae 11, 994, 0G 
Budget estimate, 1957 ; 16, 000. 000 
Increase +4, 005, 935 


SUMMARY OF INCREASES, 1957 


Increase for the planning and installation, on a cost-sharing basis 

with local interests, of upstream watershed improvement mea- 

sures in small watersheds +3, 755, 935 
Increase for watershed surveys and investig zations of water re- 

sources programs in cooperation with other agencies +250, 000 


Project statement 


1956 | fa 1957 
| (estimated) Increase | (estimated) 
| 


pA eee uit ce hla Pees et —. 
. Watershed planning and works of improve- | | 
ment_.---- 1 $5, 526, 079 | 2 $11,744,065 | +$3, 755,935 | $15, 500,000 
2. Surveys and: “investigations of water re- | 
sources programs. ._--- gl in eel oc ‘ 250, 000 | +250, 000 | 500. 000 
1955 appropriation avails able in 1956 Jeet 1, 679, 071 
Total Pay Act costs (Public Law 94). ; [67, 215) (350, 000) | (+82, 700} | (432, 700] 


i | 

Total available or estimate_- 7, 205, 150 | 
Transferred to ‘‘Salaries and expenses, Office | | ' 
of the General Counsel’ -- +40, 000 | } 
‘Transfer in 1957 estimates to “Salaries and ex- | | | 
penses, Office of the Secretary of Agriculture’’-| +4, 850 | +5, 935 | 


11, 994, 065 | +4, 005, 935 16, 000, 000 





Total appropriation or estimate - - - - - 7, 250, 000 | 12 2, 000, 000 | 


1 In addition, $682.718 was available f from prior-year balance. 
2 In addition, $1,679,071 is available from prior-year balance. 


STATUS OF PROGRAM 
.XAMPLES OF RECENT PROGRESS 


WATERSHED PLANNING AND WORKS OF IMPROVEMENT 


{gency participation 

Allocation of funds to the cooperating agencies in the Department for 1955-56, 
and proposed for 1957 for planning and installing watershed-protection works of 
improvement is as follows: 


1955 1956 1957 
obligations estimate estimate 


Soil Conservation Service i $5, 744, 605 $12, 733, 905 $14, 833, 000 
Forest Service -.-- ; ial 464, 192 689, 231 | 667, 000 


6, 208,797 | 13, 423, 136 | 5, 500, 00 


Distribution of the funds used for planning and installation of improvement 
measures in the pilot watersheds on which work was initiated pursuant to the 
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1954 Agricultural Appropriation Act, and in those on which works is conducted 
under Public Law 566, is as follows: 





1955 obliga- 











Agency Hans 1956 estimate | 1957 estimate 

Pilot watersheds... _- . : = , oe : | $1, 914, 132 $8, 265, 585 $7, 000, 000 
Watersheds under Public Law 566_- etbiddl tentadinigananat 1, 294, 665 5, 157, 551 8, 500, 000 
NE hii ccc ceree ee a od | 6,208,797 | 13,423,136 | 15, 500, 000 





Progress in the development of watershed work plans 

Since approval of the Watershed Protection and Flood Prevention Act on 
August 4, 1954, there has been a rapid and steady increase in interest in water- 
shed projects. This interest is represented by 353 applications for assistance in 
work plan development received from 37 States by the Soil Conservation Service 
in the fiscal year 1955. About 500 additional applications were in various 
stages of development and processing within the States. 

Sixty-eight watershed applications in 33 States were approved for work plan 
development in the fiscal year 1955. It is expected that about 50 watershed 
work plans will be developed by the end of the fiscal year 1956 of which about 8 
were ready to submit to Congress when it convened in January. 

Twenty-eight work plan parties were organized during the fiscal year 1955. 
These consist of professional and subprofessional personnel, including engineers, 
hydrologists, geologists, economists, and supporting aides. The Forest Service 
assigns foresters to the work plan parties as needed in connection with the 
forestry aspects of the particular watersheds. In order to meet the increas- 
ingly large workload of watershed alpplications, 8 additional work plan parties 
are being organized in the fiscal year 1956. 

Watershed work plans are being prepared in accordance with the rules and 
regulations prescribed by the President and the policies of the Secretary of 
Agriculture and the Administrator of the Soil Conservation Service, supple- 
mented by a Watershed Protection and Flood Prevention Handbook which pro- 
vides functional procedures and guidelines in the development of watershed 
programs under the Watershed Protection and Flood Prevention Act (Public 
Law 566). Memoranda of understanding have also been entered into by the 
Soil Conservation Service with a number of other Federal agencies to secure 
specialized assistance in preparing plans for works of improvement. These 
agencies are the Agricultural Research Service, United States Geological Survey, 
Weather Bureau, and Fish and Wildlife Service. The Weather Bureau and 
Geological Survey assist with program evalution by installing and maintain- 
ing rain gages and streamflow measuring devices and by compiling rainfall and 
runoff data. The Fish and Wildlife Service assists in the development of water- 
shed work plans where detailed studies are necessary to properly integrate 
measures for fish and wildlife conservation into the watershed work plans. 
The Agricultural Research Service furnishes assistance in the economic evalua- 
tion of plans for works of improvement and in measuring the economic results 
of the pilot watershed projects. 

The Watershed Protection and Flood Prevention Act places primary responsi- 
bility for projects under the act at the State and local levels. In order to accept 
this local responsibility, several States have enacted amendments to soil con- 
servation district enabling legislation so that the authority of the districts to act 
as “local organizations” is expressly defined. Two States have enacted amend- 
ments to its laws to legally provide for the creation of watershed subdistricts 
within soil conservation districts. One State has enacted legislation providing 
for the creation of a State water board. Two States have enacted legislation 
to provide authority to counties and towns to exercise taxing powers for the 
specific purpose of aiding in local participation in the watershed protection and 
flood prevention projects. Two States have enacted water district legislation 
and one State has enacted legislation providing for water management districts. 
One State has amended existing drainage legislation and one has enacted flood 
control district legislation. Similar legislation has been introduced in the legis- 
latures of a number of States. 
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Accomplishments on pilot demonstration watersheds 

When the pilot watershed protection program was authorized in the 1954 
fiscal year, the selection of watersheds in which a works of improvement pro- 
gram would be undertaken was based on a reconnaissance-type survey or on 
surveys made in many cases under the flood prevention program several years 
earlier. Many changes in watershed conditions had taken place since the origi- 
nal surveys were made requiring that improvements be made in the original 
plan of operation. Also, further investigation revealed cases of unfavorable 
cost-benefit ratios, unsuitable foundation conditions at proposed structural sites, 
and inability of local interests to furnish easements and rights-of-way, which has 
required that the work plans be revised each year to correspond with the 
program actually being planned. For these reasons the proposed schedule of 
work for each watershed may vary from year to year until the works of im- 
provement which are to actually be installed in these watersheds can be firmly 
established. A work plan has been completed or essentially completed for each 
of the pilot watersheds on which work was commenced in the 1954 fiscal year. 
These work plans specify the land treatment and water control measures neces- 
sary to stabilize the watershed lands and reduce floodwater and sediment damage 
and include a schedule for installation of the recommended measures. 

At the request of the local sponsoring groups, authorizations for two projects, 
Muster Creek in Montana and Adobe Creek in California were canceled during 
the year. At the end of the 1955 fiscal year there were 58 active pilot projects 
in which the installation of land treatment measures and structural works of 
improvement is progressing at essentially the planned rate. 

The local soil conservation districts which are either sponsoring or c0-sponsor- 
ing the pilot watersheds have contributed very materially to the progress of 
the work. As sponsors, they have the responsibility for obtaining the necessary 
ensements and rights-of-way for structural and other works of improvement 
and for the operation and maintenance of the installations. They also have the 
responsibility for obtaining as large a contribution to the program as possible by 
the local people. The work plans indicate that local people and organizations 
will contribute about 56 percent of the total cost of the watershed works of 
improvement, 

Watershed improvement measures in pilot watersheds 

The following tables show the progress in completing soil surveys and con- 
servation plans on the farms and the major watershed improvement measures 
planned and installed cooperatively by the Department and local cooperators in 
the pilot watersheds. Structural and land stabilization measures are being 
installed primarily by local contractors. The Service is also providing additional 
technical assistance to farmers and ranchers in planning and establishing soil 
and water conservation practices and sound land use. The purpose is to accel- 
erate the application of land treatment measures which contribute to flood pre- 
vention and thus provide necessary protection to structural and other works ot 
improvement installed primarily for flood prevention. 


Soil surveys and farm conservation plans 


Totals in 
project area busin paths 
(ineluding 1955 (act 
Item conservation 
operations) 
cumulative 
June 30, 1955 


al 
tershed 
protection 
funds 


with wa 


Total number cooperators . ----- Pee ck take 5 od 7,817 
Basic conservation plans: 
Number “ ace 7 5, 238 
Acres__._. a vara ae x ; 949, 603 


Soil surveys (acres) ._- ee ae eae ; 1, 987, 404 


720183—56—pt. 4——-87 
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Works of improvement 


Measure 


Land-treatment measures: 
Contour farming 
Cover cropping 
Crop-residue management 
Strip cropping 
Pasture seeding 
Revegetation__- 
Range improvement 
Terraces 
Diversions 
Farm ponds 
Waterway development 
Tree planting 
Woodland protection 
Wildlife area improvement 
Erosion control structure 
Contour furrowing 
Stock trails and driveway 
Water developments 
Forest-fire protection. 
Fencing for grazing control 
Structural and land-stabilization measures: 


Floodwater-retarding structures 


Stabilization and sediment control: 
(a) Structures 
(6) Silt and debris basins. - 
Subwatershed waterway improvement: 
(a) Outlet construction 
Stream channel improvement: 
(a) Channel stabilization___- 
(5) Channel improvement 
Diversion ditches and dikes: 
(a) Diversion construction 
(b) Levees and dikes 
Stabilization of critical areas: 
(a) Roadside erosion control 
(b) Revegetation: 
1. Grasses and legumes. 
2. Woody plants 
(c) Special purpose terraces 
(d) Stabilization of logging roads 


Program evaluation 


Unit 


| Acre 
do 
do 
do 
do 
do ‘ 
Gis. 5 
| Mile 
do 
| Number 
Acre 
do 
do 
do 
Number 
Acre 
| Mile 
Number 
Acre 
Mile 


f Number 
Acre-foot 


Number 
do 


| Mile 
es 
me 


_do 
do 


f --.d 
\Cubic ys 


Mile 


| Acre 
do 
do 


Mile 2c...) 


| | 
| Estimated Accomplished 


| need shown 
in work plan 


251, 842 | 
143, 382 | 
484, 847 | 


109, 187 
114, 782 


41, 219 | 


216, 887 
20, 228 
, 872 

3, 320 


928 | 


, 844 


, 689 | 
, 491 | 


, 732 
5, 307 


36 | 
23 | 


2, 728 


638 


565 | 
5, 489 | 


a 
877 


362 


391 | 


280 | 


552 


81 
11 


as of June 
30, 1955 


99, 126 | 


47, 455 


172, 481 | 


16, 618 


54, 475 | 


3,514 


54, 258 | 
6,379 | 
472 | 


1, 945 
17, 640 


8, 313 | 


41, 643 


2,923 | 


3, 058 
1, 461 
19 


22 | 
80, 677 


| 1955 (actual) 
| with water- 
| shed-protec- 

tion funds 


13, 719 
16, 462 
39, 175 
, 699 

5, 449 
» O25 

, 900 
704 
4f) 
125 
716 
, 002 
, 006 
31 
30 
761 
IS 
Is 

, 4Y8 


116 | 


60 | 
32, 591 


2,116 | 
92 | 
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Studies have been initiated by the Service for the purpose of determining the 


effectiveness of the measures applied in the pilot watersheds. The intensity 
of these studies varies considerably among the watersheds, depending upon the 
measures to be installed and the expected results. Eight of the watersheds have 
been selected for a fairly intensive type of evaluation. In these watersheds more 
rain gages and streamfiow recorders have been installed and more detailed basic 
information is being obtained on land use, cover, soils, and erosion conditions. 
The Geological Survey and Weather Bureau are participating in this work by 
furnishing equipment and services on a reimbursable basis. Studies to date in- 
dicate that some phases of the evaluation work will not be conclusive unless the 
studies are extended beyond the presently scheduled period of 5 years. 


Status of work on individual demonstration watersheds 


In the hearings on this item in the 1954 Agriculture Appropriation Act, which 
provided funds to begin development of pilot watershed projects to serve as 
demonstration of the effectiveness of watershed-protection measures in prevent- 
ing floods, the Federal cost of the improvement measures was estimated at 
$28,706,000. Forty-eight watershed areas were selected from those in which the 
Service had previously made investigations and determination that it appeared 
feasible to carry out a works of improvement program. The cost estimates were 
based on these preliminary investigations. Subsequently some of the original 
48 projects were replaced by others due to unfavorable cost-benefit ratio, inability 
to get local interests to assume their share of the project responsibility, or for 
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other reasons. Several additional projects were designated for installation of 
improvement measures. At the present time 58 pilot projects are in an active 
coustruction stage. Detailed work plans were prepared for each of these water- 
sheds. The current work plans indicate that construction costs have increased 
about 10 percent over the estimates made when the program was begun in 1954. 
In addition there are increased costs of engineering design, supervision, and 
administrative work due to the increases granted by the Federal Employees 
Salary Increase Act of 1955. The total Federal cost to complete the planned 
improvement measures for these watersheds is now estimated to be about $31,- 
500,000. Some difficulty has been experienced by local interests in securing ease- 
ments and rights-of-way for structure sites. This will delay completion of the 
installation of improvement measures on some of the projects. It is now esti- 
mated that it will require a period of about 8 years to complete all phases of the 
pilot watersheds rather than the original estimate of 5 years. 

The following statements for each of the pilot demonstration watersheds shows 
the status of the project, significant accomplishments, and some of the major flood 
prevention measures planned for installation by the Department and local coop- 
erators. Also shown is the total estimated Federal cost for each of the 58 active 
projects and total obligations through June 30, 1955, for all projects, including 
those for which authorizations have been canceled. 


Arizona 
White Tanks: 
Total estimated Federal cost _._. $219, 000 
Total obligations through June 30, 1955 ‘ 213, 374 


All construction work on this project was completed in July 1954. Works of 
improvement primarily for flood prevention consisted of 2 earth-fill floodwater- 
retarding structures (2,655 and 1,026 acre-feet), 6 debris and desilting basins, 
and 11 miles of diversion dikes and ditches. All planned land-treatment meas- 
ures which contribute to flood prevention have been applied by the sponsors. The 
local people paid $215,537 and the Federal Government $192,088 of the total 
installation costs on this project. Evaluation studies of the effectiveness of the 
land-treatment measures and works of improvement installed are continuing. 


Squaw Peak-South Mountain: This project has not been authorized because 
no qualified local agency was willing to sponsor it. 


: Arkansas 


‘ Mile Creek : 
Total estimated Federal cost $1, 596, 000 
Total obligations through June 30, 1955___- 799, 308 


As of June 30, 1955, 13 of the 26 floodwater-retarding structures planned for 
this watershed had reached the contract stage. Earthwork has been completed 
on 9 struetures and construction work has begun on the other 4. Surveys have 
been completed and core-drilling operations are in progress on 10 additional 
structure sites preparatory to construction in 1956. There are 630 farmers in 
the watershed area involving an estimated 101,000 acres of land (70 percent of 
the agricultural land in the watershed) who have developed conservation farm 
plans for their farms and about 60 percent of the planned land-treatment meas- 
ures have been installed. The Forest Service has placed 21,600 acres of wood- 
land under forest-fire protection and in the past year planted 60 acres of trees 
on agricultural land to stabilize severe sediment-producing areas. Also, 234 
acres of trees were planted within the national forest area of the watershed. 
Easements and rights-of-way having an estimated value of $69,000 have heen 
donated by approximately 150 landowners to permit the coustruction of the 
13 floodwater-retarding structures. 


California 
Adobe Creek : 
Total obligations through June 30, 1955___- $50. 008 


Authorization for this project was withdrawn effective April 1, 1955, at the 
request of the sponsors, 


Calleguas Creek : 
Total estimated Federal cost__-—_- » __ $1.561, 000 
Total obligations through June 30, 1955_- 247. GSB 
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The major works of improvement planned for this watershed are 8 floodwater- 
retarding structures, 8 stabilization and sediment-control structures, 168 debris 
basin and channel grade stabilization structures, 19 miles of diversion ditches 
and dikes, 8 miles of streambank stabilization, and about 40 miles of channel 
capacity improvement. 

As of June 30, 1955, 8 stabilization and sediment-control structures, approxi- 
mately 1 mile of channel capacity improvement, and about 114 miles of stream- 
bank stabilization had been been installed in this watershed. Bids covering 
contracts for an additional 33 stabilization and sediment-control structures, 
about 2% miles of channel capacity improvement, and about 5 miles of stream- 
bank stabilization had been opened by June 30 and contracts were awarded 
early in the current fiscal year. Rain gages, streamflow gages, and sediment- 
measuring devices have been installed to collect data on the effectiveness of 
the program planned for the watershed. 


Walnut creek: 
Total estimated Federal cost__-_________~_- tat $2, 316, 000 
Total obligations through June 30, 1955__- . 380, 393 


The major works of improvement planned for this watershed are 164 stabili- 
zation and sediment-control structures, about 10 miles of streambank channel 
stabilization, and about 44 miles of channel capacity improvement. During 
the 1955 fiscal year contracts were awarded for 3 drop spillway structures, 0.2 
mile of stream channel improvement, and 1 drop inlet structure. Contracts 
for an additional 3 drop spillway structures, 2,000 feet of stream channel im- 
provement, and 1 floodwater-retarding structure were awaiting award at the 
end of the fiscal year. 

Colorado 
Kiowa Creek: 
Total estimated Federal cost ' _.. $600, 000 
Total obligations through June 30, 1955 118, 629 

Four floodwater-retarding structures have been completed in this watershed. 
Contracts have been awarded for eight additional floodwater-retarding struc- 
tures. Engineering design and specifications preliminary to advertising for bids 
on seven additional structures were nearing completion by the end of the 1955 
fiscal year. It is expected that surveys, core drilling, and site selection for a total 
of 100 floodwater retarding and stabilization structures in his watershed will have 
been completed early in the current fiscal year. Plans are nearing completion for 
the installation of rain- and streamflow-recording devices for evaluation of the 
effectiveness of the program to be installed in this watershed. 


Georgia 
North Fork of the Broad River: 
Total estimated Federal cost. _____ ; _. $726, 000 
Total obligations through June 30, 1955 182, 400 
The major flood-prevention measures planned for this watershed are 10 flood- 
water-retarding structures, 15 stabilization and sediment-control structures, 40 
miles of stream channel improvement, 96 miles of roadside erosion control, and 
treatment of 3,666 acres of critical runoff and sediment-producing area. Three 
floodwater-retarding structures are complete and two additional are under con- 
tract. Other measures already installed include 1 mile of stream channel im- 
provement, 1 stabilization and sediment-control structure, 13 miles of roadside 
erosion control, and treatment of 1,720 acres of severe sediment-producing area. 
Over 1,000 acres has been retired to woodland by planting pine seedlings. 


Idaho 

Dry Creek: 
$261, 000 
77, 920 
The major works of improvement planned for installation in this watershed 
are 37 stabilization and sediment-control structures, about 14 miles of stream 
channel improvement, and 3 to 4 miles of stream capacity improvement. Some 
of the works of improvement will be installed in the national forest areas of the 
watershed. Revegetation of critical sediment-producing areas on both national 
forest and private lands totaling about 425 acres, and stabilization of about 
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30 miles of roadside erosion are other conservation practices planned for the 
watershed. 

In order to carry out the works of improvement program it has been neces- 
sary for the local people to form a flood-control district to enable financing 
through taxing powers. For this reason no major works of improvement 
have been installed to date. The Forest Service, in cooperation with the 
State forester has placed 1,000 acres of forest range under fire protection, and 
at present is working on 6 miles of roadside improvements. During the past 
6 months 120 acres of rangeland has been seeded to legumes and grasses, and 
an additional 1,000 acres will be seeded early this fiscal year. Approximately 
3.5 miles of range fence was constructed during the past year and additional 
fencing for improved range management and protection of seedlings is planned 
for this fall. 

Tilinois 
Hadley Creek : 
Total estimated Federal cost $1, 180, 000 
Total obligations through June 30, 1955 a 139, 28% 

The major works of improvement planned for this watershed are 4 floodwater 
retarding structures, 331 stabilization and sediment control structures, 80 miles 
of subwatershed waterway improvement, 1.5 miles of stream channel improve- 
ment, and 21 miles of diversion ditches and dikes. Nineteen structures have 
heen completed. Surveys and core-drilling operations have been completed on 
an additional 15 structure sites and designs and specifications will be com- 
pleted early in the current fiscal year. Ninety percent of the 241 landowners 
in the watershed have become soil conservation district co-operators, and basic 
plans have been developed for 27 farms. As of June 30, 1955, 10 miles of sub- 
watershed waterways, 3 miles of diversion dikes and 6 miles of diversions, 18 
miles of terraces, 25 acres of sod waterways, and 850 acres of pasture seeding 
had been installed on the land along with vegetation of 6 acres of a severe sedi- 
ment producing area. In cooperation with the Forest Service woodland manage- 
ment plans have been developed for 14 farms with an additional 7 nearing com- 
pletion by the end of the fiscal year. Three fire departments have expressed an 
interest in assisting in fire control in the watershed area. 


Money Creek: 
Total estimated Federal cost___- $248, 000 
Total obligations through June 30, 1955 21, 323 


The major works of improvement planned for this watershed are 93 stabiliza- 
tion and sediment control structures, 12 miles of waterway improvement, and 2.7 
niles of diversion ditches and dikes. No structures have been installed to date, 
however, designs have been completed for three structures and it is expected 
that contracts will be awarded early in the current fiscal year. The soil conser- 
vation district board has set a policy that no structural measures are to be 
installed until the entire watershed above the structure is being operated on a 
soil and water conservation basis or the landowner has agreed to a basic con- 
servation plan. To date there are 107 cooperators in the soil conservation dis- 
trict and 31 basic plans have been prepared for farms in the watershed. The 
following practices have been installed: contouring, 1,229 acres: terracing, 7.8 
miles; waterway, 29 acres; tree planting, 50 acres. 


Old Tom Creek: 
Total estimated Federal cost ‘ ; _ $212, 000 
Total obligations through June 30, 1955 ; 84, 339 


The major works of improvement planned for this watershed are 26 stabiliza- 
tion and sediment control structures and 12.4 miles of waterway improvement. 
Three structures have been installed and five were under construction at the 
end of the 1955 fiscal year, five additional structures have heen designed. One 
multiple-purpose structure is being designed in cooperation with the county 
board of supervisors to serve as a public road. The county board of supervisors 
and township committee have agreed to pay $6,000 of the installation cost of 
this strueture. Farmers have in the past been conservation minded in this 
watershed and have made and are making a conscientious attempt to solve their 
problems. A subwatershed waterway improvement project between 2 of the 
structures has been completed by 1 of the landowners at a cost of $1,200. Two 
other landowners are doing all the clearing necessary (approximately 18 acres) 
above the proposed road structure at a cost of $2,500 to them. Landowners also 
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cooperated in the closing of the partially abandoned road to allow for construc- 
tion of one structure. 
Indiana 
Flat Creek : 
Total estimated Federal cost 
Total obligations through June 30, 1955 


The major works of improvement planned for the Flat Creek watershed pro- 
tection project are 2 floodwater retarding structures, 52 stabilization and 
sediment-control measures, 7144 miles of stream channel improvement, and 27 
miles of roadside erosion control and about 5,000 acres of tree planting for the 
stabilization of critical runoff and sediment-producing areas. Three stabiliza- 
tion and sediment-control structures have been completed, six are under con- 
struction, and six more are scheduled for construction in fiscal year 1956. Also, 
scheduled for fiscal year 1956 are 2% miles of stream channel improvement. 
The Forest Service, in cooperation with the State division of forestry, has in- 
stalled 235 acres of tree planting. Cooperative forest fire control is being intensi- 
fied on 7,886 acres of woodland, and technical assistance was provided to the 
owners of about 1,000 acres of timberland for marking and harvesting the timber 
according to sound watershed principles. 


Iowa 


Floyd River tributaries upper Plymouth Creek and Nassau watershed: 
Total estimated Federal cost $156, 000 
17, 312 
The major works of improvement planned for this watershed are 6 stabilization 
and sediment control structures, and 406 miles of detention terraces. None of the 
structural work has been completed although final work plans were approved b) 
the district commisisoners at their May meeting. The conservation practices that 
have been established to date include 3,590 acres of contour farming, 29.3 miles 
of terracing, 15 acres of waterway development, and about 3 miles of tile drains 
in connection with waterway development. 


Honey Creek: 


Total estimated Federal cost . $244, 000 
Total obligations through June 30 103, 440 


’ Dy 


The major works of improvement planned for this watershed are 40 stabiliza- 
titon and sediment control structures, 3.6 miles of waterway improvement, 14 miles 
of roadside erosion control, and stabilization of 40 acres of critical runoff and 
sediment producing area. Nine floodwater retarding and stabilization structures 
have been completed, 4 are in the process of design and field surveys have been 
completed for 3 more. Lucas County has contributed $3,549 on 2 of the struc- 
tures and has also constructed 2 erosion structures along a newly graded farm-to- 
market road. The landowners and operators have seeded the dams, and con- 
structed 2,000 feet of outlet ditches and 400 feet of diversions. Three land- 
owners have completed construction of 4,200 feet of open ditch below the struc- 
tures in one subwatershed. The Forest Service cooperated in getting 7 acres 
of pine trees planted in 1 critical area. 

Mule Creek: 
Total estimated Federal cost__- _.. $459, 000 
334, 936 

The major works of improvement planned for this watershed are 27 stabiliza- 
tion and sediment control structures, 8.6 miles of waterway improvement, and 
14 miles of roadside erosion control. Construction has been completed on 9% 
structures, 5 more are under construction, and 5 will be contracted in the fiscal 
year 1956. Installation of the land treatment measures has been accelerated. 

The public interest generated by the activities in Mule Creek area have heen 
far in excess of expectations. There is a constant demand upon district per- 
sonnel to conduct tours through the watershed. In the first 6 months of 1955, 18 
tours have been conducted by the district office and on such tours 464 farmers 
and businessmen have attended. 

Kansas 
Aiken Creek : 
Total estimated Federal cost__. E $112, 000 
96, 739 
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The one floodwater retarding structure included in the work plan for this 
watershed was completed in the fall of 1954. Some additional work remains 
in establishing a satisfactory protective vegetative cover. Rains fell in May 
which local farmers feel would have flooded bottomland and damaged crops 
had the reservoir not been there. The water in the sediment pool has been 
stocked with fish, and other recreational activities such as boating and swim- 
ming are available. A field day, sponsored by the Chautauqua Soil Conservation 
District, was held in May 1955. The event was well attended by rural and city 
people interested in soil conservation and flood prevention. 


Bill’s Creek: Total obligations through June 30, 1955 $20, 973 


Authorization for this project was withdrawn at the request of the sponsors 
effective July 1, 1954. 
Little Delaware-Mission Creek: 
Total estimated Federal cost $431, 000 
Total obligations through June 30, 1955 162, 156 


The major works of improvement planned for this watershed are 8 floodwater 
retarding structures, 25 stabilization and sediment control structures, and 6.4 
miles of waterway improvement. Three floodwater retarding structures have 
been completed and another is under construction. Two grade stabilization 
and sediment control dams have been completed, two are in the final stages of 
construction and 4 others are ready for contract action. Field surveys are be- 
ing conducted at present to obtain data for exact locations and design of the 
remaining grade stabilization structures. It is expected that design work will 
be completed on one additional floodwater retarding structure for contract 
action early in the 1956 fiscal year. Application of land treatment measures 
continue at scheduled rates. A comparison of aerial photos for 1941 and 1954 
shows very strikingly the physical progress which has been made in application 
of conservation measures in the interval between the photo flights. An outstand- 
ing field day was held on August 18, 1954, in the watershed. The field day in- 
volved tours by truck to land treatment and structural works in the watershed. 


Lost Creek : 
Total estimated Federal cost $153, 000 


Total obligations through June 30, 1955 25, 425 


The major works of improvement planned for this watershed are 3 floodwater 
retarding structures, 5.5 miles of channel capacity improvement, and 6.3 miles 
of floodways. Surveys and final design have been completed for 1 floodwater 
retarding structure and bid invitations for a contract were issued in July 1955. 
Application of land treatment measures has been below scheduled rates due to 
drought conditions which has retarded vegetative work and has adversely affected 
farmer-spending for land treatment. 


Snipe Creek: 
Total estimated Federal cost $161, 000 
Total obligations through June $0, 1955.....................--__ 103, 031 


The major works of improvement planned for this watershed are 9 floodwater 
retarding structures and 32 acres of woody plantings to stabilize critical runoff 
and sediment-producing areas. Three floodwater retarding structures have been 
completed and 2 more are now under construction. Surveys and design have 
been completed on 1 additional floodwater retarding dam for construction early 
in 1956. This will mean 6 dams completed by the fall of 1955 out of a system of 
9 contained in the work plan. Very good stands of protective vegetation has been 
secured on the dams built in 1954. Land treatment application continues at a 
gzood rate, with numerous farms fully protected by proper conservation measures, 


Switzler Creek: 
Total estimated Federal cost $310, 000 


ae 


The major works of improvement planned for this watershed are five floodwater 
retarding structures. One floodwater retarding structure has been completed 
and another is now under construction. An excellent stand of vegetation was 
obtained on the completed structure. The city of Burlingame, Kans., has sub- 
mitted a proposal for obtaining capacity for a municipal water supply in one of 
the floodwater retarding reservoirs yet to be constructed. The proposal is to 
build a multiple-use reservoir to include about 1,200 acre-feet of storage for city 
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use in additon to sediment and floodwater storage. The city will pay for the 
cost of the additional storage capacity. The continuation of the drought through 
the 1954 crop year has retarded land treatment. Rainfall in 1955 has been fa- 
vorable, resulting in excellent wheat, barley, and oats crops. It is expected that 
the favorable crop outlook will stimulate land treatment application in the 1956 
fiscal year. 


Kentucky 
North Fork of Rough River: 
Total estimated Bodenal costiii) J tel te iis $337, 000 
Total obligations through June 30, 1955____.---_---______--.____ 118, 591 


The major works of improvement planned for this watershed are 2 floodwater 
retarding structures, 10 miles of waterway improvement, 5 miles of roadside 
erosion control, and stabilization of 7,055 acres of critical runoff and sediment 
producing areas, of which 998 acres are woody plantings planned by the Forest 
Service. One of the floodwater retarding structures is under construction and 
it is expected that the second structure will be constructed during the fiscal year 
1956. The program of revegetation of critical areas within the watershed has 
accelerated at a very gratifying rate. . The vegetative program is most essential 
in this particular watershed because the slopes are steep and the terrain is very 
rough with shallow soils, which contribute to a rapid rain runoff and high soil 
losses. Contour farming, pasture seeding, waterway development, and pasture 
improvement by the farmers have increased approximately 75 percent since the 
beginning of the program and the farmer’s interest is increasingly more evident. 

The Forest Service, in cooperation with the Kentucky State Division of 
Forestry, has assisted in tree planting, intensified forest-fire protection, and 
provided technical guidance in the harvesting of timber to prevent impairment of 
watershed values. As of June 30, 1955, a total of 110,000 trees had been planted 
on 110 acres and 400 acres of timber had been harvested under sound watershed 
protection principles. 

The Kentucky Highway Department has cooperated in road bank stabilization 
work throughout the watershed. They have sloped and prepared the banks for 
seeding, fertilized them, seeded them to fescue, and have mulched with straw 
that part of the roadbank within the watershed boundary. At other locations, 
which are not adaptable to sloping and seeding, they have planted kudzu crowns. 
This participation in the watershed program has induced the superintendent of 
maintenance of the highway department to treat and stabilize many more miles 
of road banks which are not within the watershed boundaries. 


Plum Creek: 
Total estimated Federal cost eel Joe Be bisa _ $507, 000 
Total obligations through June 30, 1955... ~~... uu. 178, 215 


The major works of improvement planned for this watershed are 13 flood- 
water retarding structures, 95 miles of waterway improvement, 21 miles of 
stream-channel improvement, 12 miles of roadside erosion control, and 685 acres 
of revegetation of critical areas, 235 acres of which are woodland plantings 
planned by the Forest Service. 

As of June 30, 1955, 1 floodwater retarding structure had been completed, 4 
were under construction, and 5 additional are being designed. Three miles of 
subwatershed waterways have been shaped and vegetated. 

The Geological Survey and Soil Conservation Service personnel are making 
intensive study of the effects of flood prevention and watershed protection meas- 
ures in this pilot watershed using the following devices: 3 stream gages, 1 pond 
gage, 2 recording rain gages, 6 nonrecording rain gages, 1 tipping bucket rain 
gage, 2 crest stage indicators, and 3 staff gages. 

The land-treatment measures completed are 709 acres of contour farming, 
1.1 mles of diversions, 17 ponds, 2.3 miles of terraces, 5.5 acres of waterways, 
944 acres of pasture improvement, and 59 acres of cover crops. The Forest 
Service in cooperation with the Kentucky State Division of Forestry provided 
technical assistance for harvesting 30 acres of timber without damaging water- 
shed values. 

Red River watershed : 
Ot ROG PROTO SO0CE ci ae iews Gerickn cw iiaeinas mai $600, 000 
Total obligations through June 30, 1055........---_......0 ue 162, 958 
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The major works of improvement planned for this watershed are 185 miles of 
stream channel improvement, 51.3 miles of roadside erosion control, revegetation 
of 9,585 acres of critical sediment producing areas, of which 3,000 acres are woody 
plantings planned by the Forest Service. 

About 2.4 miles of major channel improvement has been completed and an 
additional contract for 1.6 miles has been awarded. Excavation for one-half 
mile on the latter contract has been completed but the stabilization measures 
have not been applied to the channel. 

Establishment of conservation practices to the critical flood source areas 
include 1,100 acres seeded to grasses and legumes, 285 acres planted to trees, 
and 5.3 miles of highway roadbanks stabilized. The Forest Service, in coopera- 
tion with the Kentucky State Division of Forestry, has assisted in the tree plant- 
ing and provided technical assistance for the harvesting of timber without dam- 
aging the watershed. Seven miles of fence have been installed to protect from 
grazing newly established forest plantations on critical areas 


Upper Green River: 
Total estimated Federal cost 
Total obligations through June 30, 1955 


The major works of improvement planned for this watershed are 5 floodwater 
re tarding structures, 12 miles of stream-channel improvement, 3 miles of road- 
side erosion control, and revegetation of 15,032 acres of critical sediment pro- 
ducing areas, of which 220 acres are woody plantings planned by the Forest 
Service. 

Two hundred acres of critical sediment producing areas have been seeded to 
sericea lespedeza and another hundred acres are being prepared for seeding to 
Kentucky 31 fescue. One floodwater retarding structure is under construction 
and designs and specifications are nearing completion for three additional struc- 
tures. Four and one-half miles of stream channel improvement have been com- 
pleted. 

The Forest Service, in cooperation with the Kentucky State Division of For- 
estry, has assisted in establishing about 70 acres of flood-prevention tree plant- 
ing and constructed 9 miles of fence to protect the newly established plantations 
from grazing, intensified cooperative forest-fire control, and provided technical 
assistance in the harvesting of 400 acres of timber without impairment of water- 
shed values. 

Minnesota 
Chippewa River tributaries: 
Total estimated Federal cost $1, 751, 000 
Total obligations through June 30, 1§ 555 us 72, 263 


The major works of improvement planned for the Chippewa River watershed 
are 5 floodwater-retarding structures, 55.3 miles of floodways, and 14 miles of 
river-channel improvement. Through the 1955 fiscal year final work plans has 
been prepared on two of the tributaries to the Chippewa River. These are Shako- 
pee Creek watershed and Mud Creek watershed, including Chippewa River im- 
provement below its outlet into the River. Because of its size and complexity, 
this project is still in the design stage. However, all the structural measures for 
Shapokee Creek subwatershed will be under contract during the 1956 fiscal yea1 
The land treatment program of establishing conservation practices is proceeding 
satisfactorily. 

South and North Fork of the Crow: This project has not been authorized 
because no qualified local agency was willing to sponsor it. 


East Willow Creek : 
Total estimated Federal cost $349, 000 
Total obligations through June 3 78, 842 


The major works of improvement aloe for this watershed are 12 floodwater- 
retarding structures and 41 gully-stabilization structures, 25 miles of waterway 
improvement, 3 miles of stream-channel improvement, and 5 miles of roadside- 
erosion control. Five stabilization and one floodwater-retarding structure have 
sbeen installed and turned over to the local sponsor. Two floodwater-retarding 
structures are under construction. During the 1955 fiscal year conservation 
practices applied to farms in the watershed include 450 acres of strip cropping, 
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9 miles of terraces, 31 acres waterway development, 27 acres wildlife area devel- 
opment, 7 acres tree planting, 330 acres forest management, and 295 acres pasture 
seeding. 

Missouri 


East Branch of South Fork of Blackwater : 
Total estimated Federal cost $288, 000 
Total obligations through June 30, 1955 120, 756 


The major works of improvement planned for this watershed are 30 stabiliza- 
tion and sediment-control structures, 2.8 miles of waterway improvement, and 
2.9 miles of diversion ditches and dikes. Five stabilization and sediment-control 
structures, 0.7 mile subwatershed waterway improvement, 0.8 mile diversion 
ditches and dikes have been established. 

Only two contracts were awarded during the 1955 fiscal year. Because of the 
badly eroding lands above the proposed structure sites emphasis has been placed 
on stabilizing these sediment-producing areas in the watershed before awarding 
contracts for the structures in order to protect the reservoir against damage from 
silt deposits. 

Reseeding of farm waterways and terrace outlets was necessary since the 
extended drought period had prevented getting a satisfactory sod established in 
the fall of 1954. 


Lost Creek: 
Total estimated Federal cost____- ob. $210, 000 
Total obligations through June 30, 1955 76, 687 


The major works of improvement planned for this watershed are 4 floodwater 
retarding structures, 21 stabilization and sediment-control structures, and 6.7 
miles of waterway improvement. The Forest Service has planned 137 acres of 
woody plantings for the stabilization of critical runoff and sediment producing 
areas and one floodwater retarding structure is now under construction. Two 
stabilization and sediment control structures have been completed and 0.1 of mile 
of subwatershed waterway improvement is under construction. 

On the land-treatment phase of the watershed program 62 farmers owning and 
operating approximately 80 percent of the watershed lands are cooperating with 
the Lincoln County Soil Conservation District. Of these, 34 have developed 
basic farm conservation plans encompassing approximately 50 percent of the 
watershed area. Landowners in the watershed area have been hard hit by 
drought the last 3 years causing failures in establishing vegetative practices. 
The resulting reduction in farm income coupled with general discouragement in 
establishment of vegetative practices has prevented many farmers from applying 
planned conservation measures. 

Forestry measures applied include cooperative forest-fire control on 1,535 acres 
of forest in cooperation with the Missouri Conservation Commission and Elsberry 
Rural Volunteer Fire Department, and tree planting fill-in stand reinforcement 
on 11 acres, tree planting field reforestation on 8 acres, forest management assist- 
ance on 253 acres, forest planning and application assistance on 208 acres. 


Montana 
Muster Creek : 
Total obligations through June 30, 1955 $8, 622 


Authorization for this watershed was withdrawn at the request of the sponsors 
effective April 1, 1955. 


Nebraska 
Brownell Creek : 
Total estimated Federal cost $436, 000 
Total obligations through June 30, 1955 136, 466 


The major works of improvement planned in this watershed are 4 floodwater 
retarding structures and 67 stabilization and sediment-control structures. 

One floodwater retarding and grade stabilization structure, and 6 stabilization 
structures have been completed. One floodwater retarding structure and one 
grade stabilization structure are now under construction. Engineering designs 
have been prepared for two additional grade stabilization structures. Land 
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treatment measures have been applied at an accelerated rate throughout the 
watershed area. The Otoe County Board of Commissioners have shared the 
cost of one grade control structure built on a county road in the amount of 
$3,000. 


Dry Creek : 
Total estimated Federal cost______- 5258, 000 
Total obligations through June 30, 1955 84, 387 


The major works of improvement planned for this watershed are 7 floodwater 
retarding structures, 19 stabilization and sediment control structures, and 1.25 
miles of floodways. One floodwater retarding structure and 2 stabilization 
structures are under construction. Designs have been prepared for one addi- 
tional stabilization and sediment control structure. Although conservation land 
treatment is progressing satisfactorily, the lack of adequate land treatment above 
structure sites in some subwatersheds has forced a delay in immediate plans for 
structural measures. 

The Frontier County Board of Commissioners are cooperating in the installa- 
tion of a number of grade control structures on county roads. 

Two adjacent landowners who will benefit from the floodwater retarding 
structure now under construction made cash contributions of $250 each to the 
landowner upon whose land the structure is built to compensate him for loss 
to him from water storage. 


Indian Creek: 
Total estimated Federal cost $887, 000 
230, 435 


The major works of improvement planned for this watershed are 18 floodwater 
retarding structures and 111 stabilization and sediment control structures. One 
floodwater retarding structure, 8 stabilization structures, and 1 mile of subwater- 
shed waterway improvement have been completed. Three floodwater retarding 
structures and five stabilization structures are under construction. HEngineer- 
ing designs have been prepared for three additional stabilization structures. 
The conservation land-treatment program is moving rapidly forward in this 
watershed. This has enabled the award of construction contracts as soon as 
designs and specifications could be prepared. 


Upper Salt—Swedburg tributaries of Salt Creek : 
Total estimated Federal cost $1, 618, 000 
Total obligations through June 80, 1955 ; 398, 043 


The major works of improvement planned for this watershed are 34 floodwater 
retarding structures, 185 stabilization and sediment control structures, 1.6 miles 
of waterway improvement, and 0.6 mile of stream channel improvement. Five 
floodwater retarding structures, 12 grade stabilization structures and 1.6 miles 
of stream channel improvement have been completed and an additional floodwater 
retarding structure and 2 grade stabilization structures are under construction. 
Designs for five additional stabilization structures have been prepared. Land 
treatment has been accelerated in the upper Salt Creek tributary (Lancaster 
County) of the Salt Creek watershed in a number of subwatershed areas. 
However, due to the small amount of land treatment applied at time of desig- 
nation, and the requirement that land treatment be approximately 75 percent 
complete prior to the construction of major structural improvements, the struc- 
tural program is restricted to a small number of areas. 


New Hampshire 
Baboosie: 
Total estimated Federal cost $74, 000 
Total obligations through June 30, 1955 31, 151 


There are no structurel control measures included in the Baboosic watershed 
work plan. There is a high degree of interest among landowners and operators 
in establishing the land treatment measures. Twenty-five additional landown- 
ers have become district cooperators since the project was authorized. Their 
holdings cover 2,072 acres. This brings the total cooperators to 140, who own 
approximately 14,000 acres. There are about 32,000 acres in the watershed. 
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Satisfactory progress is being made in installing the conservation land-treat- 
ment measures. They include 161 acres of stripcropping 0.5 mile of diversions 
and terraces, 8 miles of waterways and 155 acres of revegetation. 

The New Hampshire Fish and Game Division has one man assigned to the 
project for development of the wildlife aspects of the program. He is dealing 
primarily with fish and game populations, habitat improvement, and marsh 
development. 

The State forester has furnished seedlings for planting 36 acres to trees. The 
United States Forest Service, in cooperation with the State forester, has pro- 
vided the technical assistance necessary for planting 46 acres of trees and 
for harvesting timber without impairment of watershed values. 


New Jersey 
Pequest Creek : 
Total estimated Federal cost_______._________ rc ‘ waa $874,000 
Total obligations through June 30, 1955__ i! £08,366 


The major works of improvement planned for this watershed are 17.5 miles of 
stream channel improvement, 4 miles of diversion ditches, and 800 acres of woody 
plantings for the stabilization of critical runoff and sediment producing areas. 

Commencing work on the 17.5 miles of stream channel improvement has been 
delayed until the local group had obtained all necessary easements. This has 
recently been done and designs and specifications are being prepared preparatory 
to the award of contracts for construction work this fall. 

Cooperative fieldwork on the privately owned forest lands was started in April 
1954. To date, forest management assistance has been provided to landowners 
on 5,829 acres of woodlands. During the last 6 months of the 1955 fiscal year, 
14 owners were assisted in reforesting 32 acres of critical areas for sheet-erosion 
control; detailed management data were collected on 8 ownerships totaling 328 
acres of forested land ; 310,000 board feet of merchantile timber was marked for 
eutting on 188 acres of 4 owners; and assistance was provided 26 owners to re- 
forest 35 acres of land. One owner was given assistance in controlling severe 
deer-browsing on 500 acres of critical watershed woodland. The establishment 
of other land treatment measures has been accelerated and is on schedule. 


New Meszico 


Sandia Mountain tributaries: 
Total estimated Federal cost____- bk pre ll > si 
Total obligations through June 30, 1955________________________ 114, 083 


The major works of improvement planned for this watershed is one floodwater 
retarding structure and 370 stabilization structures. Work was started on the 
floodwater retarding structure on April 18, 1955, and it should be completed in 
time to control runoff that usually occurs the latter part of August and September. 

The Forest Service has constructed 5614 miles of special-purpose terraces, as 
well as 3 miles of terraces on extreme steep slopes. Three hundred and fifty 
acres of gully control work has been done, supplemented by 370 stabilization 
structures and 20 acres of woody plantings. The range development and im- 
provement work, consisting of 6 miles of fences, 1,098 acres of contour pitting 
and 344 acres of contour chiseling, accompanied by good range management look 
outstanding at the present time. 


Upper Hondo watershed : ' 
Total estimated Federal cost__ __~- See ia _ S777, 000 
Total obligations through June 30, 156, 459 


The major works of improvement planned for this watershed are 1 floodwater 
retarding structure, 1.269 stabilization and sediment control structures, 32 debris 
basins, 16.9 miles of stream channel improvement and 10 miles of special-pur- 
pose terraces. 

On privately owned lands 43 stabilization and sediment control structures 
and 9 debris basins have been constructed. The landowners shared the cost 
of this work with the Federal Government. The floodwater retarding struc- 
ture, with a capacity of about 4,000 acre-feet, is scheduled to be built during 
the fiscal year 1956. The Upper Hondo Soil Conservation District board of 
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supervisors has encountered some difficulty in obtaining an easement on 918 
acres of Federal land within the boundaries of the Fort Stanton Reservation 
(the land required to construct the floodwater retarding structure). The appli- 
cation for the easement has been referred to the General Services Administra- 
tion (the agency having jurisdiction over the Fort Stantan lands). 

The program being carried out on national forest lands by the Forest Service 
is about one-third completed. To June 30, 1955, some 459 stabilization and sedi- 
ment control structures, 28 miles of roadside erosion control, 745 acres of con- 
tour furrowing and pitting, 4,665 acres of gully control, 125 acres of rangeland 
seeded, etc., are some of the major works which have been finished in connection 
with improved grass management program in the watershed. 


New York 
Ball Creek: 
Total estimated Federal cost 
Total obligations through June 30, 1955 2 


The one floodwater retarding structure and the 1.2 miles of stream channel 
improvement planned in this watershed will be installed during the fiscal year 
1956. During the past fiscal year technical services were furnished by the 
Forest Service and the Soil Conservation Service in planting 213 acres of seed- 
lings, and forest management and woodland protection to 4,159 acres of wood- 
lands. The New York State Conservation Department furnished supervision 
over all the forestry work and supplied the planting stock for reforestation 
under the provisions of the New York State Forest Practice Act. 


Dean Creek : 
Total estimated Federal cost * $115, 000 
Total obligations through June 30, 1955 114, 255 


The major works of improvement planned for this watershed are 2 floodwater 
retaring structures, 11 debris basins, and 2.9 miles of stream channel improve- 
ment. As of June 30, 1955, the 2 floodwater retarding structures, the stream 
channel improvement, and 8 debris basins had been completed. 


Great Brook: 
Total estimated Federal cost $102, 000 
Total obligations through June 30, 1955 32, 75 


Enthusiasm for the project continues high among the watershed association, 
and the Great Brook Conservation Field Day held annually in August is well 
attended by local people and outsiders. The Forest Service in cooperation with 
the New York State Conservation Department has furnished considerable forest 
management assistance. The conservation department has furnished super- 
vision over all the forestry work and has supplied planting stock for reforesta- 
tion under the New York State Forest Practice Act. Installation of the flood- 
water retarding structure has been delayed by easement difficulties but farm 
planning is still about on schedule. Upland application is progressing but has 
fallen a little behind schedule due to the low income of many landowners in the 
watershed. 


Little Hoosic: 

Total estimated Federal cost $469, 000 
38, 033 
The work plan has been revised to include a total of 14.9 miles of stream bank 
and channel stabilization and 14 debris basins and grade control structures. 
Due to this revision construction work is scheduled to start in fiscal year 1956 
and local people have obtained most of the easements needed. Upland work 
is still behind schedule. The Forest Service in cooperation with the New York 
State Conservation Department has furnished considerable forest management 
assistance. The Conservation Department has furnished supervision of all the 
forestry work and has supplied planting stock for reforestation under the New 

York State Forest Practice Act. 
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North Carolina 
Third Creek: 
Total 


The major works of improvement planned for this watershed include 11 flood- 
water retarding structures and 43 miles of stream channel improvement. By 
June 30, 1955, one floodwater retarding structure has been completed, and con- 
struction has begun on a second one and one contract has been let for 4.6 miles 
of stream-channel improvement, of which three-fourths had been completed. 
Revegetation with grasses and legumes on galled and gullied silt-producing areas 
had been established on 127 acres of land. The Forest Service has furnished 
assistance in planting seedlings on 73 acres of badly eroded land. Fencing to 
prevent woodland grazing damage has been installed to give protection to 80 
acres of critical sediment-producing area. Technical forestry assistance has 
been furnished to owners for marking and harvesting timber on 20 acres. 

About 8 miles of erosion control has been completed along highways by bank 
sloping and seeding by the North Carolina State Highway and Public Works 
Commission at its expense. The North Carolina Division of Forestry has sup- 
plied, free of charge, over 130,000 pine seedlings for planting on the watershed. 
The State has also furnished technical forest management assistance to several 
landowners during the past year. 


North Dakota 

Tongue River: 
Total estimated Federal cost $2, 661, 000 
Total obligations through June 30, 250, 


-_-) 5 

The major works of improvement planned for this watershed by the Soil 
Conservation Service are 18 floodwater retarding structures, 5 miles of water- 
way improvement, 30 miles of stream channel capacity improvement and 3114 
miles of floodway. The Forest Service in cooperation with the State forester 
has planned 102 acres of tree planting and 198 acres of revegetation of critical 
areas. Channel improvement in the amount of 8.8 miles has been completed. 
Two floodwater retarding structures are under construction. Five additional 
floodwater retarding structures are planned for construction during the fiscal 
year 1956. The land treatment measures are being accelerated through the 
activities of the soil-conservation districts. Good progress is being made in 
pond construction, pasture improvement, revegetation of critical areas, and 
tree planting. 

A significant item on the Tongue River watershed protection project is the 
excellent cooperation of local people and non-Federal organizations. This co- 
operation and willingness of the local people to participate in the program is 
revealed by the fact that the sponsoring agencies have been able to secure ease- 
ments and rights-of-way at little or no cost for the channel improvement projects 
under construction or planned for 1956. In addition more than 50 percent of the 
lands above the structures are under conservation agreements. 

Ohio 
Rocky Fork—Clear Creek : 
Total estimated Federal cost__~-.-~---~--~- : $265, 000 


Total obligations through June 30, 1955_-_ -- ok, 467 
The major works of improvement planned for this watershed are 19 stabilization 
and sediment control structures, 27 miles of waterway improvement, 2.7 miles of 
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diversion ditches and dikes, 3 miles of stream-channel improvement, 2% miles of 
roadside erosion control, and revegetation of 70 acres of critical sediment-pro- 
ducing area. Measures completed are 4.2 miles of subwatershed waterways, 3.1 
miles of diversion ditches and 2.1 acres of critical sediment-producing area 
stabilized. 


Upper Hocking : ; 
IO NIRS: NT A $703, 000 


Total obligations through June 30, 1955_.-___..-.__-_-______-~.- a, Mena 


The major works of improvement planned for this watershed are 9 floodwater 


retarding structures, 72 stabilization and sediment control structures, 24.2 miles 


of waterway improvement, and 5.3 miles of stream-channel improvement. Two 
floodwater retarding structures have been completed. Bids were opened on July 
8 for contracts covering construction of seven of the small drop inlet desilting and 
stabilization structures. 

Of the 31,418 acres in the project, 27,770 are in farms and 13,794 acres are 
included in basic farm plans. Land treatment measures on the 13,794 acres 
include 8,512 acres of land-use adjustment, 994 acres of strip cropping, 2,483 acres 
of pasture seeding, 15.5 acres of wildlife plantings, and 81 acres of tree planting. 

The Forest Service, working through the State forester, has supervised the 
installation of tree planting, and has furnished technical assistance to the owners 
of 50 acres of timberland to insure harvesting the timber without damage to 
watershed values. Forest-fire protection under the joint effort of the Forest 
Service, State forester, and local town fire departments, is being intensified in the 
watershed. 


Oklahoma 
Double Creek : 
Speen CME: TEND CO ai cing ew ececharanen sdb dhclerein ee $359, OOO 
Tur Guueauens througn June 30, 1905. 317, 826 


The major works of improvement planned for this watershed are six flood- 
water retarding structures. Fourt of these have been completed and two are 
under contract for construction in the fiscal year 1956. About 25 percent of the 
land-treatment program has been applied. 

The Phillips Petroleum Co. and the Kansas-Oklahoma Caney Watershed 
Council have conducted educational tours and regular monthly educational 
meetings over a period of 2 years to advance the project. The soil-conservation 
district members have contributed time and travel expenses in promoting the 
project. The Phillips Petroleum Co. contributed drafting and map reproduc- 
tion services, photographic, and legal services. Local interests purchased 4 
tracts valued at $28,400 in order to get necessary easements. Local landowners 
provided easements for all other sites in accordance with the work plan. 


Pennsylvania 
Corey Creek : 
nee OPE SER QR cee end wennnwawanen $104, 000 
Tou Gpuescuons Tarouen June Gu, ldo0_..-... x 45, 551 


There are no structural measures planned for the Corey Creek watershed. The 
land-treatment program has received the wholehearted support of the various 
local and State agencies. 

Through the small watershed group approach the leaders on the watershed 
were brought together by the district board of directors and a full-scale interest 
in a watershed for Corey Creek was developed. Slightly more than a year ago 
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the Corey Creek Watershed Association was formally organized. The boards 
of directors of the district and association have worked together with both 
rural and urban people and organizations. The United States Forest Service 
has provided technical assistance through the Pennsylvania Department of 
Forests and Waters in making woodland studies and developing individual wood- 
land planning. 

The work plan emphasized the need for getting water disposal systems in- 
stalled first and then proceeding with the installation of the other practices, 
such as stripcropping, rotations, lime and fertilizer treatments, contouring, and 
establishment of permanent grass. Accordingly, emphasis was placed on develop- 
ing diversion construction during the past fiscal year. 

To date there have been established 19.8 miles of diversions, 7.2 acres of 
grassed waterways, 93 acres of stripcropping, 4 acres of perennial hay, 36 acres 
of pasture planting, 5.516 acres of farm planning and application, 49.3 acres of 
tree planting, and 1,308 acres of forest management assistance. 

Jacks Run: This project has not been authorized due to the fact that no quali- 
fied local agency was willing to sponsor it. 


South Carolina 
Twelve Mile Creek: 


Total estimated Federal cost- bs SE ou oe -...... $806,000 
Total obligations through June 30, 1955__________--_____-__-____- 201, 399 


The major works of improvement planned for this watershed are 11 floodwater 
retarding structures, 27 miles of stream-channel improvement, revegetation of 
4.170 acres of critical sediment-producing area, 100 miles of roadside erosion 
control, 5 miles of diversion ditches and dikes, and 6,375 acres of tree planting on 
critical sediment-producing areas. 

Gne floodwater retarding structure has been installed and one is under con- 
struction. Stream-channel improvement has been accomplished on about 5% 
miles of a stream channel. Six and one-half miles of roadside erosion control, 
and 255 acres in grass and legumes and 130 acres in trees have been established 
for the stabilization of critical runoff and sediment-producing areas. The State 
forester is cooperating with the Forest Service in providing technical assistance 
for tree planting and for harvesting timber without impairing watershed values. 


South Dakota 
Scott Creek: 


Tote) eetimnnted Pedere! cost... eos eu aliens. $130, 000 
Total obligations through June 30, 1955..___-._-_-____---___-____-_ 113, 210 


The major works of improvement planned for this watershed are 2 floodwater 
retarding structures, 7 stabilization structures, and 2.3 miles of stream-channel 
improvement. Two floodwater retarding structures have been constructed and 
the 7 stabilizing structures are under construction. It is expected that they will 
be completed in fiscal year 1956. 

Application of land treatment measures has progressed proportionately with 
the installation of structural measures in this watershed and it is expected that 
a good balance will have been achieved by the time the structures are completed 
this fall. The local people, the sponsoring agency, and the steering committee 
are all very enthusiastic about the project and progress thus far. The progress 
is being watched by interested groups in the surrounding area. Numerous tours 
have been conducted over the project for the purpose of explaining the objectives 
and discussing the work. 

Tennessee 


Wolf River tributaries: 
Total estimated Federal cost______- iat hides conasnaae cesar $411, 000 
Total obligations through June 30, 1955_----_------____________ 155, 025 


The major works of improvement planned for this watershed include 12 flood- 
water retarding structures, 49 stabilization structures, 14.5 miles of stream- 
channel improvement, 10 miles of roadside erosion control, 1,166 acres of revege- 
tation of critical sediment producing areas. One floodwater retarding structure 
and 49 stabilization dams have been constructed. The Fayette Soil Conserva- 
tion District, a sportsmens club, a banker, and a State commission have worked 
together as a group to purchase the necessary lands for a second floodwater 
retarding structure which will combine recreational facilities as a part of the 
plan for the floor reservoir. It is expected that construction of this structure 
will get under way in 1956. The State game and fish commission is planning to 
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purchase 350 acres of land in connection with this structure, part of which will 
be used for a park. ‘The commisison also will assume full responsibility for 
maintenance of the completed works of improvement and will pay for the added 
costs of construction incident to the recreational features of the project. 

A total of 61 farmers representing 55 percent of the landowners in the water- 
shed are now soil-conservation district cooperators. Land treatment measures 
installed include 799 acres of trees and 166 acres of Kudzu on severe sediment- 
producing areas. 

Tex«as 
Calaveras Creek : 
Total estimated Federal cost___—- ene $380, 000 
Total obligations through June 30, 1955___- 236, OTT 


ee -_) 


The major works of improvement planned for this watershed are 10 floodwater 
retarding structures. Four of these structures have been completed and one is 
now under construction. The San Antonio River Authority has assumed respon- 
sibility for obtaining all easements for reservoir sites in this watershed. Steps 
are being taken at this time to obtain easements on those sites which are not 
clear. Establishment of land treatment on ths watershed has progressed slowly 
due to the drought which has prevailed over the State. 

The San Antonio River Authority has provided a fund for maintenance work 
on sites in the Calveras watershed. One hundred dollars per structure per year 
is being placed in the maintenance fund. 

On June 16, 1955, the San Antonio River Authority sponsored a field trip for 
local people who were interested in seeing projects in the Calaveras watershed 
which were completed. This tour was planned with a program giving informa- 
tion on the flood-prevention program, following a lunch served by the sponsoring 
organization. 


Cow Bayou Creek : 
Total estimated Federal cost $743, 000 
Total obligations through June 30, 1955 191, 380 
The major works of improvement planned for this watershed are 11 tloodwater 


retarding structures and 2.6 miles of stream channel improvement. Two struc- 
tures are completed and one is now under construction. Easements are clear on 


two additional sites and progress is being made on clearing the remainder. In- 
terest has been very good among local people in these sites. The extended 
drought over the State has delayed progress in establishing land treatment 
practices. 


Escondido Creek: 
Total estimated Federal cost _. $666,000 


Total obligations through June 30, 1955 353, 687 


‘The major works of improvement planned for this watershed are 11 floodwater 
retarding structures. Four of these structures are complete and two others are 
under construction. Land easements for all structures except one are clear for 
this watershed, and one utility easement remains to be cleared. There has been 
excellent interest from local people during the construction of the structures. 
The extended drought which has occurred over this area has retarded establish- 
ment of land treatment practices. 

The San Antonio River Authority has provided a fund for maintenance work 
on sites in the Escondido watershed. One hundred dollars per structure per year 
is being placed in the maintenance fund. 


Green Creek: 
Total estimated Federal cost $1, 036, 000 
Total obligations through June 30, 1955 360, 625 


The major works of improvement planned for this watershed are 13 floodwater 
retarding structures. Three structures have been completed and three are under 
construction. Easements have been cleared on all structure sites in the water- 
shed and the local leaders are now actively engaged in expediting the establish- 
ment of land treatment measures which contribute to flood prevention. Progress 
on installation of such measures has been slower than originally scheduled due 
to continued drought. 

Utah 
Pleasant Creek: 
Total estimated Federal cost ..~ $827, 000 
Total obligations through June 30, 1955 111. 614 


72013—56—pt. 4-38 
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The major works of improvement planned on private land in this watershed 
are 15 stabilization and sediment control structures, 6.5 miles of stream channel 
improvement, 11.6 miles of roadside erosion control, and stabilization of 100 
acres of critical runoff and sediment-producing areas. The Forest Service has 
planned 8 miles of roadside erosion control, 250 acres of revegetation of critical 
areas, 1,400 acres of special purpose terraces and 0.7 mile of gully stabilization 
on national forest land. 

Five stabilization structures and 2 miles of stream channel improvement 
have been completed. Plans are completed for 7 additional structures and 7,000 
feet of channel improvement. The Forest Service has completed 8.1 miles of 
roadside erosion control, 78 acres of revegetation, constructed 320 acres of special 
purpose terraces, and 4.5 miles of fences on national forest land. 

The cooperation and work of the supervisors of the Sanpete County Soil Con- 
servation District, the members of the watershed protection committee and 
interested citizens has been extremely gratifying in this project. The committee 
has done exceptionally well in working out cost-sharing agreements with local, 
State, and county agencies and in obtaining approving signatures on the work 
plan. Because of the work of the Sanpete County Soil Conservation district 
supervisors and the well-organized watershed committee activity and persistent 
attention to work plan participation, sizable contributions totaling approximately 
$20,000 were obtained from the Denver and Rio Grande Railway, State highway 
department, and county commissioners. The committee has been very diligent 
in obtaining easements and rights-of-way for planned work so that at the present 
time, easements have been obtained on all areas of the project except a section 
of channel. The cost sharing by local, State, and county interests is well over 
the minimum figures set up in the schedule of costs in the work plan. 


Santaquin: 
Total estimated Federal cost_-________-_____ $92, 000 
Total obligations through June 30, 1955 78, 875 


The major works of improvement planned for this watershed by the Soil Con- 
servation Service are 1 desilting and debris basin, 1.2 miles of stream channel 
improvement, and 1 mile of floodway. The Forest Service has planned 1 mile of 
stream channel improvement, 144 miles of roadside erosion control, the revege- 
tation of 503 acres of critical sediment producing areas, and 312 acres of special- 
purpose terraces, 

The desilting basin has been completed and preliminary plans are prepared 
for diversion dikes and stream channel improvements. The Forest Service has 
installed 1.5 miles of roadside erosion control, 412 acres of revegetation in criti- 
cal areas, and 312 acres of special-purpose terraces. Cattlemen, who hold 29 
permits for grazing cattle in the upper Santaquin watershed, have contributed 
to its improvement by voluntarily removing their cattle for a 3-year period in 
order to permit improvement in soil and vegetation. 

Members of the Nebo Soil Conservation District Board and members of the 
Santaquin Watershed Protection Committee have contributed considerable time 
to promote the project. Two-fifths of the total pledged money contribution was 
contributed by four different interested groups during the fiscal year. Santaquin 
City has contributed nearly four-fifths of their commitment to the project. 


Virginia 
East Fork Falling River: 
Total estimated Federal cost___. pee: " ava $282.000 
Total obligations through June 30, 1955____ 71, 297 


The major works of improvement planned for this watershed are 3 floodwater 
retarding structures, 15 miles of stream channel improvement, 4.4 miles of 
waterway improvement, 41 acres of roadbank stabilization and the stabilization 
of 954 acres of critical runoff and sediment producing areas of which 432 acres are 
woody plantings planned by the Forest Service. 

As of June 30, 1955, 1.6 miles of subwatershed waterways, 20 miles of road- 
hank stabilization, 1.7 miles of roadwater runoff control, 32 acres of gullied and 
galled area stabilization, 48 acres of grasses and legumes and 174 acres of tree 
planting had been installed in the watershed. The Forest Service in coopera 
tion with the Virginia State Forest Service, has planted the trees on 128 acres 
of critical sediment producing areas during the past season and also furnished 
technical assistance for an additional 222 acres planted by local farmers. 

The first floodwater retarding structure is scheduled for construction in the 
fiscal year 1956. 
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A large pulpwood company has purchased considerable land in the watershed 
for the purpose of growing trees. This company is planting trees on all open 
land purchased. They have their own foresters. It is planned to complete 
district agreements on these tracts and include them in the list of district 
cooperators. 

Washington 
Mission Creek : 
Total estimated Federal cost $348, 000 
Total obligations through June 30, 1955__- ; <=; « Li OO 


The major works of improvement planned for the Mission Creek project are 
2 miles of stream channel improvement on private land, 4 miles of channel 
improvement, and 625 acres of critical area stabilization on national forest land. 
About 1,000 feet of stream channel improvement has been completed on private 
land. ‘The stream channel improvement planned by the Forest Service is about 
75 percent complete. The Forest Service has installed 3 miles of livestock drift 
fence, 2 cattle guards, 11 miles of stock driveway, and 9 miles of special all- 
purpose trails in the national forest portion of the watershed. 

There has been some difficulty in implementing the program in this watershed 
due to a strong minority opinion that the Federal and State governments will 
tinance the total construction program. Action has been taken by local people 
to organize a flood-control district. It is hoped that this district will provide 
the necessary local cooperation to install the work planned for private lands. 
In the meantime, work is continuing on the national forest lands since they 
comprise the headwaters and will be beneficial on site, as well as downstream, 
irrespective of final accomplishments on downstream private lands. 


Spring Valley Creek: 
‘Total obligations through June 30, 1955 $4, 293 


Authorization for this project was withdrawn at the request of the sponsors 
effective May 1954. 
West Virginia 
Salem Fork: 
Total estimated Federal cost $261, 000 
Total obligations through June 30, 1955 149, 506 


The major works of improvement planned for this watershed include & flood- 
water retarding structures, 2 miles of stream channel improvement, 4 miles of 
roadbank-erosion control, and 100 acres of revegetation of critical sedimeut- 
producing areas. Two floodwater retarding structures have been completed and 
two additional are scheduled for construction in 1956. About $9,000 has been 
contributed by a State agency to pay for the costs of a road relocation job inci- 
dent to the construction of one floodwater retarding structure. Approximately 
160,000 tree seedlings were planted in the watershed area in the spring of 1955. 
Rainfall measurement and streamflow instruments have been installed in this 
watershed to determine the effectiveness of the conservation treatment program 
being applied in the watershed. 

Wisconsin 
West Fork of the Kickapoo: 
Total estimated Federal cost $249, 000 
Total obligations through June 30, 1955 114, 295 


:~* 


The major works of improvement planned for the West Fork of the Kickapoo 
are 3 floodwater retarding structures, 3 stabilizing and sediment control struc- 
tures, 10 miles of subwatershed waterway improvement, 4 miles of diversions, 
and 40 acres of woody plantings planned by the Forest Service for stabilization 
of critical runoff and sediment producing areas. Construction work on two 
floodwater retarding structures has been delayed because of default on the part 
of the contractor. Two stabilizing structures are planned for installation in 
fiscal year 1956. 

The Forest Service, in cooperation with the Wisconsin Department of Conser- 
vation, provided technical services to the owners of about 500 acres of timber- 
land so that the timber could be harvested without impairment of watershed 
values. 


Mr. Wuirten. I do not believe there is any further general state- 
ment, is there / 
Mr. WuutAms. No, sir. 
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HISTORICAL BACKGROUND OF PROGRAM 


Mr. Anpersen. I recall, Mr. Chairman, hearing you discuss quite 
often 6 or 8 or 10 years ago in this subcommittee the need for a defi- 
nite program having to do, as you stated then, I believe, with flood 
prevention. I believe you were the originator of the term “flood 
prevention” rather than “flood control.” 

Mr. Wuirres. My purpose was not to try to create a new name, 
but to get it a little more accurately described so that the Congress 
would support it better. 

Mr. AnpersEN. That is correct, and for that purpose there came out 
of this ellamianentttins the pilot plant watershed protection program, 
which was the forerunner of the basic act of 1954. I think that is 
another program, gentlemen, of which not only this subcommittee but 
the Soil Conservation Service has a right to be proud. I think it will 
do a lot of good for the people of America. 


ADEQUACY OF 1957 BUDGET REQUEST 


Mr. Williams, I do want to reiterate a question I asked you this 
morning. Is the Soil Conservation Service fully equipped, so far as 
manpower is concerned, to do the kind of job th: at we in the Congress 
expect it to do, in all of its regular operations, especially considering 
the fact that you have a great load thrust upon you in connection with 
the water protection program’ Do you feel you have sufficient per- 
sonnel in the field? 

Mr. Witurams. The workload is considerably greater than we are 
able to meet, sir. 

Mr. ANpERSEN. You make a definite statement as to that. I know 
that is the case. 

I sometimes wonder how you can spread as thinly as you are forced 
to spread over the working areas the personnel we have in the Soil 
Conservation Service. In the first place, we have this huge job of 
making farm plans in every county in the United States, for the bet- 
terment of the soil: and then the C ongress has loaded on your people 
at least some liaison work, together with a huge amount of detailed 
work having to do with planning for the “watershed protection 
programs. 

T am a little bit disturbed about what is in this budget for the Soil 
Conservation Service in all of its phases. Besides the research item, 
which I pointed out this morning, I do not think that this subeom- 
mittee should study very carefully ‘the question of whether or not you 
have sufficient money requested by the Bureau of the Budget for the 
general operations of the entire Service. 

Would you like to comment on that, Mr. Peterson ? 

Mr. Pererson. Just to this extent, Mr. Andersen; I think the same 
general observations which you have been making with regard to the 
Soil Conservation Service could be applied in a greater or lesser 
measure almost throughout all the activities with which I am in per- 
sonal contact in the Dep: irtment of Agriculture. 

Mr. Anpersen. Will you review for the record just what other 
activities are beneath your supervision as Assistant Secretary ? 

Mr. Pererson. I have the research and education agencies of the 
Agricultural Research Service and Federal Cooperative Extension 
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Service; and then the conservation agencies of the Soil Conservation 
Service, the Agricultural Conser ration Program Service, the Forest 
Service and, aside from that, the Farmers Cooperative Service. 

Mr. Anpersen. You have a tremendous load of responsibility 
placed upon you. 

Mr. Pererson. It is a fairly sizable workload, Mr. Andersen. 

Mr. Anpersen. You feel that my question could also apply to the 
other agencies under your supervision ? 

Mr. Perrerson. That is correct, sir, and I think it could apply to 
some other agencies in the Department. I think in public finance 
and public budgeting generally at all levels of the Government where 
I have had any personal experience you will find in a broad sense 
the budgets are at minimal levels rather than the maximum. 

Mr. ANpERson. I am quoting now from the National Association of 
Soil Conservation Districts’ newsletter published in League City, Tex., 
their issue of January 31, 1956. 

These gentlemen point out that in the 1957 budget, supposing that 
that is allowed, and I presume it will be within reason, the Extension 
Service mainly in relation to the item “Payments to States” shows an 
increase of 85 percent, gentlemen, over the 1953 appropriation base. 

I have no objection te that because I think the Extension Service 
is doing a fine job. 

They relate the same circumstances with respect to the Agricultural 
Research Service which shows an increase. The Agricultural Re- 
search Service is also under your supervision, Mr. Secretary, and 
there we find that generally speaking the notable increase is in the 
payments in behalf of the experiment stations in the amount of 138 
percent over 1953, just 4 short budget years ago. There has also 
been an increase of 36 percent or 38 percent with reference to the 
salaries and expenses having to do with ARS. Again, I have no ob- 
jection to that. I think it is worth while and I think, Mr. Marshall, 
it can do good work with that money. However, the point I am bring- 
ing out, gentlemen, is that when we get down to the Soil Conservation 
Service we find in the one big item, “Assistance to soil-conservation 
districts,” that we have only seen a 7-percent increase from 1953 to 
1957, because in 1953 we had $61 million, and I believe there is ap- 
proximately $65,215,000 in this budget before us for that purpose, 
which represents a 7-percent increase. 

Mr. Marsnanyu. If my colleague would vield to me—— 

Mr. Anprerson. Yes, Mr. Marshall. 

Mr. MarsHatu. It seems to me that the demand from the people has 
been more to increase this because of the backlog than some of the 
vork of other agencies. 

Mr. Anpvrerson. I am glad you brought that in, Mr. Marshall, be- 

cause that is exactly the way I feel. Here we have loaded on the 
Soil Conservation Service 2 considerable job in relation to this small 
watershed-protection program throughout the Nation and it is one of 
the most popular things I believe this Congress has ever done, just as 
I hope the soil bank will be popular in years to come. 

However, I do not believe, gentlemen, the budget has been fair in 
relation to SCS when they have only requested over the years a 7-per- 

cent increase from 1953 to 1957 for SCS operations, especially when 
we compare that with 85 percent in relation to the Extension Service. 


t 
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Again, I reiterate, and I want to impress upon you that I have no 
objection to the liberality which has been extended to the Extension 
Service, because, as Mr. Whitten recalls, he and I on the floor of the 
House led the fight in breaking the lid open wide to raise the Exten- 
sion Service allotment; did we not, Mr. Whitten ? 

Mr. Wuirren. We did, and it was our committee that had the 
study made, and had the bill prepared which took the ceiling in the 
basic act off. 

Mr. Anperson. That is correct. I believe there was a ceiling of 
$12 million. 

Mr. Wurrren. It was $12 million, as I recall. 

Mr. Anprerson. That shows the interest of this committee in the 
Extension Service. However, I would like your comments as to 
whether or not you feel that, perhaps, we have not gone quite as 
far as we should in the budget in behalf of the Soil Conservation 
Service operations. 

Mr. Pererson. With reference to the figures from which you quote, 
I do not have the analysis before me, but I have written Mr. Fuqua, 
president of the National Association of Soil Conservation Districts, 
on the basis of this analysis and find that the percentage distribution 
is not correct because of some changes in the appropr iation acts and the 
consolidation of. acts, and so forth. It is true, however, that the 
percentage increase which has been received by the other agencies 
has been larger than the percentage increase for the Soil Conserva- 
tion Service. 

It is difficult to evaluate at any given time, I think, comparative 
demands for services. They fluctuate somewhat. Certainly, there is 
no difference of opinion here on either side of the table as to the im- 
portance of the soil and water conservation work. You will recall 
that I have not been close to this work at the Federal level except for 
a rather brief time, but my own impression is that the percentage 
increases for research in the Extension Service reflect a correction of 
a condition that existed prior to this time. 

Mr. Anpersen. You are absolutely right. It certainly did reflect 
a correction, and Mr. Whitten and I and other members of this sub- 
committee started that correction in 1947 on the floor of the House. 

Now that we have corrected that, I think the budget for SCS should 
be corrected to be a little bit more liberal along that line. That is 
ny personal conviction. 

Mr. Pererson. There is no question but what we have to evaluate 
the needs and our facilities to meet those needs, Mr. Andersen. At 
any time on any given budget I expect the distribution of funds rep- 
resents collective judgment on our part and against that judgment 
this committee places its judgment, and from the two will ultimately 
come a recommendation for action by the Congress. 

Mr. Anpersen. Through the years we have done a pretty good job 
in that fashion. 

Mr. Pererson. I think this relationship of Congress and adminis- 
trative judgment is a very valuable relationship, Mr. Andersen. Cer- 
tainly, so far as I have been able to acquaint myself with the history 
of it, this committee has made some most. valuable contributions, a 
number of which you have called attention to today. 
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Mr. Pererson. I have tried to get out over the States as much as 
time would permit, with the several kinds of activities for which I 
am responsible. I have had some contact in my own area of the coun- 
try in prior years, and I think that the Federal Government, and 
particularly those agencies represented here—the Soil Conservation 
Service—have established a record of which they can be justly proud 
and of which, as I suggested, this committee certainly had a part in 
making possible. 

Mr. Anprersen. Thank you. 

That is all, Mr. Chairman. 

Mr. Marsuati. We will now proceed to consideration of the next 
item. 


WATER ( 


JONSERVATION AND UTILIZATION Progectrs 


Program and financing 


| 
| 1955 actual | 


1956 estimate | 1957 estimate 


Program by activities: 
Development of land for irrigation (total obligations) = $330, 455 | 
Financing: 
Unobligated balance brought forward __- —324, 955 | — 474, 500 
Unobligated balance carried forward _--- ; 474, 500 100, 000 


$374, 500 


PRI so ccc counapéimeseads 480, 000 


Obligations by objects 


Object classification | 1955 actual 1956 estimate | 1957 estima 


Total number of permanent positions : are 37 32 
Full-time equivalent of all other positions-_. : 2 28 
Average number of all employees. - - ---- ; wid 5% 58 
Number of employees at end of year = ee : 65 


Average salaries and grades: 
General schedule grades: 


Average salary -_--- sinh 
Average grade.-._--...--- 


Personal services: 
Permanent positions 
Positions other than permanent_--.- 
Regular pay above 52-week base. - 


Payment above basic rates_......--.--- 


Total personal services... -.--- 
Travel__- 
Transportation of things__-...__.---- 
Communication services - - - 
Rents and utility services 
Printing and reproduction - 
Other contractual services 
Supplies and materials 
Equipment ; 
Refunds, awards, and indemnities_- 
Taxes and assessments. --- 


Subtotal__-__- 


Deduct charges for quarters and subsistence 


Total obligations__.._-_- 


$4, 493 
GS-6. 5 


$122, 605 
93, 284 
397 

14, 609 


230, 895 
4,129 
861 

, 536 

4, 366 
237 

4, 497 
78, 622 
6, 652 


334, 389 
3, 934 


330, 455 





54, 830 


1S-6. 4 


35, 782 
3, 169 
510 
, 539 


2, 000 
, 200 
, 700 
, 400 

3, 800 

400 
, 500 

3, 400 

, 200 
300 
3, 000 


900 
4, 400 


374, 500 
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Budget authorizations, expenditures and balances 


1955 actual (1956 estimate'1957 estimate 


RUDGET AUTHORIZATIONS AVAILABLE 


Appropriation = — $480, 000 |__._- $232, 000 
Balance brought forward: | 
Unobligated - 3 ‘ ; : 324, 955 ‘ g 100, 000 
Obligated__- ‘ ‘ a ae eg 47, 231 38, 2 43, 901 





Total budget authorizations available_._____- core 852, 186 | f 375, 901 


EXPENDITURES AND BALANCES 


Expenditures— 


Out of current authorizations- --—- sain i 339. 485 f sos sail 206, 399 
Out of prior authorizations___.__- Qt haat eee ae 368, 800 123, 901 


Total expenditures_- ee 339, 485 | 368, 800 330, 300 
Balance carried forward: | | 
Unobligated _. . 474, 500 100, 
Obligated__- . : 38, 201 | 43, 901 


Total expenditures and balances _____- ; 852, 186 | 512, 701 375, 901 
| 


JUSTIFICATION OF THE ESTIMATES 


The next item is “Water conservation and utilization projects.” 
We will insert pages 315, 316, and 318 through 321 of the justifications 
into the record. 

(The pages referred to follow :) 


REVISION OF PROJECT STRUCTURE 


During the irrigation development stage of the several water conservation and 
utilization projects it has been customary to account for expenses incident to 
the management of the project lands, until the lands were sold to private opera- 
tors as irrigation farms, through the use of a separate budgetary project. In 
the early years of the program, development of the lands for irrigation was 
progressing simultaneously on several projects and the amount of funds used 
for management purposes amounted to a fairly large sum each year. However, 
in the 1956 fiscal year the final sale of lands on all but one project will be com- 
pleted. Because there is very little activity of this type remaining, it is con- 
sidered uneconomical to require project personnel to maintain records that are 
necessary to distribute their time between the two budgetary projects involved 
and to maintain separate accounts in order to have accounting support for these 
projects. 

It is proposed for the balance of the program, until the remaining farm units 
have been sold, that all work be accounted for under a single project. A com- 
parison of the revised project structure with that reflected in the 1956 budget is 
as follows: 

Project structure in the 1956 budget: Project structure in the 1957 estimates: 
1. Land development 1. Development of land for irriga- 
2. Land management, settlement, tion 
and technical guidance 


Water conservation and utilization projects 


Appropriation act 1956 ws aa “ oa sites 
Budget estimate, 1957_-__---_- — sawcwcns ~$232, 000 


Increase (to continue land leveling and other irrigation development 
work on the Eden Valley project in Wyoming) —~-----_-_~-. _. +232, 000 


Nore.—Although an increase of $232,000 is requested in the appropriation for this item 
for 1957, it is estimated there will be a decrease of $42,500 in total funds available due 
to the availability of prior-year balances of $474,500 in the fiscal year 1956, of which 
$100,000 is proposed for use in the 1957 fiscal year. 
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Project statement (on an available fund basis) 


Project 


Development of lands for irrigation ..-..-...._-- 
Unobligated balance brought forward. -__--_--- 


Unobligated balance carried forward - - -- 
Total Pay Act costs (Public Law 94) -_.__. 


Total appropriation or estimate 


1956 
(estimated) 


Increase or 
decrease 


$374, 500 
—474, 500 
+100, 000 

[19, 000] 


$330, 455 
—324, 955 
+474, 500 

(2, 898] 


$42, 500 
+374, 500 
—100, 000 

[—2, 000] 


+232, 000 


480, 000 


1957 
(estimated) 
$332, 000 
— 100, 000 


[17, 000] 


232, 000 


STATUS OF PROGRAM 


EXAMPLES OF RECENT PROGRESS 
STATUS OF PROJECT DEVELOPMENT 


Nineteen water conservation and utilization projects were originally authorized 
for development under the 1940 Department of the Interior Appropriation Act 
and the Case-Wheeler Act of October 14, 1940, as amended. Eleven projects 
have been completed. The Angostura, 8. Dak., project is scheduled for comple- 
tion in 1956, and the Eden Valley, Wyo., project is planned for completion in 
1961. Development of the other six authorized projects is no longer planned 
due to inflationary land prices and other changes which have occurred since they 
were authorized. 

ANGOSTURA PROJECT, SOUTH DAKOTA 


All land-leveling and subdivision work on the Angostura, 8. Dak., project was 
completed in the fiscal year 1955. Due to a failure of the large siphon built to 
convey water to lands north of the Cheyenne River, irrigation water cannot be 
delivered to this portion of the project until the spring of 1956. Sale of all re- 
maining farms is planned prior to the beginning of the 1956 crop year, and the 
project office will be closed by June 30, 1956. Technical services in farm plan- 
ning and conservation operations will be provided through soil-conservation 
districts, which include the project area, after the project has been completed. 


EDEN VALLEY PROJECT, WYOMING 


Land development for irrigation on the Government-owned land in this 
project was started in the spring of 1954. At that time there was before 
Congress a proposal to exchange certain of the Federal lands on this project 
with public-domain lands held by the Department of Interior and also lands 
held by the State of Wyoming. After enactment of this legislation (Public 
Law 377, approved May 28, 1954) negotiations were begun with the Department 
of Interior and the State of Wyoming to arrange for the land exchanges. Final 
exchange of lands with the Department of Interior was completed in May 1955, 
and it is expected that final arrangements will be completed with the State of 
Wyoming in the 1956 fiscal year. These land exchanges have made it necessary 
to develop a new project pattern of irrigation farming units which would permit 
the available water supply to be applied to lands most suitable for irrigation 
development. However, it has delayed commencement of full-scale land-leveling 
operations and will now require that the completion date of all land development 
and final sale of farming units be extended into the fiscal vear 1962. It is ex- 
pected that sale of the first irrigation farming units will be made in the fiscal 
year 1957. 

At the present time there is being prepared a revised cost estimate for the 
plan of work required to develop for irrigation purposes the farming units 
involved in the new project pattern. The present project authorization of 
$1,529,000 was based on the lands included in the original project pattern and 
on engineering estimates prepared in 1948. Actual costs of operation and ad- 
ministrative expenses have increased greatly since the project authorization was 
originally approved. 
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OBLIGATIONS BY PROJECTS 


The following table shows, by project, the actual obligations incurred under 
this program in 1955 and estimated obligations for the fiscal years 1956-57: 





_,| Estimated, | Estimated, 
Project Acton) fast | fiscal year | fiscal year 
| year ig | 1956 1957 





| | 
Angostura, 8. Dak 7 a ; $59, 427 $41, 471 
Eden Valley, Wyo-- pee Ms 221,018 | 287, 171 | 
Recovery of prior-year obligations-_--_- tba | —207 | | 


Total direct project costs........--..---- 280, 238 328, 642 287, 200 
General administration --....----------- 50, 753 45, 858 44, 800 


Total estimate............- patheichiretans 330, 455 | 374, 500 | 332, 000 


' 


DEVELOPMENT ACCOMPLISHMENTS AND WORKLOAD 


The following table shows some of the more important items of development 
work planned, the amount completed to date, and the amount remaining to be 
done : 





Total devel- | Accom- Remaining 
Item Tni | opment | plished to to be done 
planned June 30, 1955 | July 1, 1955 


Topographic surveys ScLh SA t aks oi) 163, 541 161, 478 2, 063 
Land classification - -_---- Bde ceutical Gaol cae Sad Bs 194, 089 | 194, O89 
Unit subdivisions - ....---| Number | 546 546 |__- ae 
Clearing ee . | Acre: .._.- 30, 814 | 26, 379 4, 435 
Leveling -- as. 5 een ce NL ECEMO EE 2d 70,771 | 61, 267 9, 504 
Farm laterals sisi tie Minitoeenoteiiart 1, 480 $21 659 
Farm drains ; ana dl ade eas | 596 : 174 
Farm irrigation structures_- ; , _..--| Number--.-.- 7,8 1, 281 


Status of land development and farm sales as of June 30, 1955 


| | | 
| Federally owned 
tracts ! 
Date | Irrigable 
authorized acreage 


Percent 
| development | 
completed | 


Project 
| | Number 
| number sold 


— $e - -—- | ———-—--———_ — +--+ 


Angostura___.__-- | Mar. 6, 1941 | 12, 154 | 
Bitterroot - - s Mar. 22, 1944 18, 630 | 
Buffalo Rapids I_---- : bias May 15, 1940 | 14, 507 
Buffalo Rapids IT- -- : Sani 10, 400 | 
Buford-Trenton.- - : | Sept. 23, 1939 14, 729 
Dodson *_. os : Mar. 17, 1944 1, 200 | 
ND OT inti So ae el aed bce Swe eete x | Oee 20, 000 
Intake ?___. oo =a Jan. 20,1944 | 825 | 
Mancos | Oct. 24, 1940 | 10, 000 | 
Mirage Flats -- Schaal .....| Mar. 30, 1940 12, 000 
NN a ae May 10, 1944 | 900 | 
Newton ?__. : : | Oct. 17,1940 | 2, 225 
Post Falls-_- zi : Jan, 29,1944 | 3, 260 
Rapid Valley Nov. 8, 1939 | 12, 000 | (2) 
Scofield 3_- Ser May 24, 1943 | 12, 500 | 





1 In addition there are privately owned lands within a number of projects on which development work 
is done. 

2 Projects closed, no further development work contemplated. 

3 Projects include no federally owned land. 
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Project 


AnMOSUUFA.. .......~<: iit 
Baelmornweas ..i....é.... hi 
Bismarck 

Bitterroot. _- ieee 
Buffalo Rapids Bs eto 
Buffalo Rapids IT 
Buford-Trenton 

Dodson_.--- 

Eden Valley..-.__---- 
itis 52k. a 
Manees.......... 

Mann Creek... -_.._- 
Mirage Flats- -...-. 
Neem. 2 

Newton _.. 
5 2.) 
Rapid Valley... _-- 
Saco Divide........-- 
Seofield___. 


Total direct project costs 


Project investigations and surveys 
General administration: 
Farm Security Administration 
Office of Production a 
Office of the Solicitor 


Soil Conservation Service_-_-- 


Mr. 


$1, 484, 000 $1 





Present |_ 
project 
authoriza- | 
tion 


569,000 |. 


None 
752, 000 
743, 770 
810, 122 

1, 094, 000 

84, 000 

1, 529, 000 

41, 000 
473, 000 | 

None 
687, 300 
133, 000 

75, 500 
196, 000 
170, 000 | 
480, 000 | 
350, 000 





9, 671, 692 | 


W heeler- 
| Case funds 


Hvagert authorizations and oangttions through June 30, 1955 


Obligations through June 30, 1955 


ee 


1, 380, 417 |. 


167, 811 ‘Re 


99, 296 
319, 521 
62, 798 
51, 484 


604, 957 | 


20, 817 -- 
366, 879 


479, ‘aa’ 
74, 230 


1 196, 367 | 
7, 117 | 


65, 297 | , 


"119, 531 | 


4, 015, 674 | 


233, 473 | 


349, 091 |-- 


4,137 | 
59, 957 } 
819, 734 | 


5, 482, 066 | 


Great 
Plains 
funds 


345, 000 
762, 958 


Contributed | 


| 


$210,000 | 


funds 


139, 608 


154,595 | 


170, 000 | 


15, 042 | 
405 | 


1, 658, 000 | 


36, 837 | 


1, 658, 000 


| 


$424, 175 | 





Total 


$1, 380, 417 


167, 811 
733, 471 
804, 129 
1, 090, 594 
51, 484 
764, 613 
20, 817 
366, 879 


989 
297 
74, 230 
196, 367 
22, 159 

405 
31, 731 


685, 
65, 


56, 393 
233, 473 
349, 091 

, 137 
9, 957 


319, 734 


1 Net obligations after deduction for residual value of equipment is $186,545. 


did not have any appropriation for this in 1956. 
Do you have any general statement which you wish to make? 
Mr. WinriaMs. It isa part of my statement which has already been 


inserted into the record, Mr. Chairman. 


MarsHatu. We note that this is an increase of $232,000. We 


However, I might point out 


that there are only two remaining projects under this water utilization 
project program, one at Angostura, S. Dak., which will be completed, 
and our office closed at the end of this fiscal year. 


Wyo., project. 


UNOBLIGATED CARRYOVER FROM FISCAL 


Mr. MARSHALL. 


Mr. WiturAms. $100,000. 


STATUS OF 


Mr. 
project ? 


EDEN VAI 


sLEY 


PROJECT 


The $2 
quested in the budget for 1957 is to continue with the 


YEAR 


1956 


229 


OLs 


OOO re- 
Eden Valley, 


What will be the unobligated carryover into 1957 ¢ 


Marsuati. What is the present status of this Eden Valley 


Mr. Witu1aMs. The project, as I mentioned, is the only uncompleted 


project under this activity. 


It is a joint project with the Bureau of 


Reclamation in which they have been installing the major irrigation 
works. There has been some land exchange involved, and in that 
particular project there was a special act of C ongress, Public Law 377 i, 
approved in May of 1954, which made possible some of the exchange of 
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lands to consolidate the units. Because of the delay in some of the 
Bureau of Reclamation work it was not possible to push forward the 
land-development work as rapidly as it might have otherwise been 
possible. 

We anticipate that at the rate of progress of the Bureau of Recla- 
mation activities that it will take until about 1962 to finally complete 
the project. 

Mr. Marsnati. When you complete this one, that will complete the 
project ? 

Mr. Wiiu1aMs. That will complete all of these projects; yes, sir. 

Mr. Marsuant. Are there any further questions, gentlemen ? 

Mr. Anpersen. I have no further questions at this point. 

Mr. Marsnaun. Mr. Vursell? 

Mr. Vurseit. Mr. Peterson, I have been impressed with your work 
ever since you came before the committee and I have been impressed 
with the good work that the Soil Conservation Service has been doing 
for agriculture over the past number of years, before you came. How- 
ever, I must say that I think your le sadership i is helpful, after listening 
to all the testimony here this morning. I am inclined to agree with 
you that we ought to step up the Soil Conservation Service as rapidly 
as we reasonably can from a financial standpoint, because of its very 
great importance to the farmer and the economy of the country. | 
would like to state that I shall be glad to cooperate insofar as I can 
with the other Members of Congress and with the members of this 
committee in helping to accelerate the work, particularly due to the 
fact that we have the soil-bank legislation coming in and I know that is 
going to have a very happy impact on the Soil Conservation Service. 

However, we will try to do the best we can to help you get the man- 
power and get it at the right place at the right time. That is all I have 
for the present, Mr. Chairman. 

Mr. Pererson. Thank you, Mr. Vursell. I appreciate those re- 
marks. 

Mr. Anpersen. Mr. Chairman, I would like to conclude my part of 
the interrogation of these gentlemen by expressing my appreciation 
to them for a very splendid presentation on their part. 


UPPER COLORADO RIVER PROJECT 


Mr. Prererson. Mr. Andersen, and Mr. Chairman, we might take 
about 2 minutes additional because I would like to have Mr. Williams 
go into our responsibilities in connection with the planning on the 
upper Colorado River project which has just recently been authorized. 

We think that we have some very material responsibilities there. 
We have had some preliminary discussions with the Department of 
Interior and the Bureau of Reclamation people as to how to coordi- 
nate this work in order to discharge our responsibilities in the Depart- 
ment of Agriculture to determine and evaluate the agricultural im- 
pact of the developments as they are scheduled in connection with that 
project, and with the committee’s consent, T would like to have Mr. 
Williams take a couple of minutes to do that. 

Mr. Wuitren. We would be glad to have it. 

Mr. WirraMs. Mr. Chairman, you will find in my prepared state- 
ment a brief reference to it. Section 6 of Public Law 566 authorizes 
the Department to participate in a river basin program or a broad 
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area program of investigations with other departments of Govern- 
ment. It is in that connection that we are Ww orking at the present 
time with the Corps of Engineers on a review of the lower Mississippi 
yrojects which involves some six States. 

With the passage of the upper Colorado River project it appears 
likely that the Department, which will involve the Soil Conservation 
Service, the Forest Service, the Agricultural Research Service—those 
three as a minimum—will ’be called upon to make some review sur- 
veys of agricultural feasibility of some of the proposed irrigation 
dev elopment projects which are projected a few years hence. 

The President several months ago requested both the Secretary of 
Interior and the Secretary of Agriculture to jointly work on the de- 
velopment if and when the project was authorized by the Congress. 
In view of the fact that this has come into the picture since our budget 
presentation was made, it appears likely that instead of spending the 
approximately $500,000 that is indicated in the budget, the Colorado 
River project work will involve a total expenditure of close to $1 
million under the section 6 authority in fiscal year 1957. That is, 
$1 million in total including the Colorado project. 

Mr. Wurrren. Off the record. 

(Discussion off the record ) 

Certainly whatever development in that are which comes about 
should be on a sound basis, and we should have information so as 
not to lead to what has happened in many western areas where settlers 
have gone in there to find out that the situation is completely unwork- 
able. I thoroughly agree with that approach. The project itself 
seems to have been controversial in many places. However, it was 
authorized by a rather large vote. So, I do not know what the future 
holds, but whatever action is taken should be based on sound basic 
information to say the least. 

Mr. Pererson. That is our view, Mr. Chairman, and that is the 
basis upon which we wanted to make this observation to you as to 
what we were faced with in that area. We think it is a sound ap- 
proach for the Department of Agriculture with its technical agencies 
to evaluate, or to at least review ‘the evaluation of agricultural feasi- 
bility of these projects lands that are going to be opened, we assume, 
for agricultural use, and settlement. 

Mr. Wuirren. Off the record. 

(Discussion off the record. ) 


ORDERS AND REGULATIONS ISSUED BY DEPARTMENT REGARDING SOIL-BANK 
PROGRAM. 


Mr. Wurrten. Mr. Secretary, in connection with the soil-bank pro- 
gram, I would like to have copies of all orders and all regulations 
that may have already gone out to the field in any way in connection 
with the soil-bank program. In other words, I realize everything 
has been tentative and I am in thorough agreement that none of this 
has been finalized, but for whatever purpose there is, I would like to 
have any decisions made or any announcements that have been sent to 
the field or anything of that sort placed into the record, giving you the 
right to further qualify them since they have been set up on ‘the basis 
of what you earlier contemplated. Actually, I do not think the bill 
has been changed very much. 
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(The information requested follows :) 


DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Washington 25, D. C. 


The only official soil-bank communications to the field were issued as genera! 
notices. There were General Notice No. 348, No. 349, and No. 350. General] 
Notice No. 348 explained the proposed soil-bank legislation as of February 29, 
1956, and was distributed as follows: 10 copies to each State office and 3 copies 
to each county office. 

General Notice No. 349 was a request, distributed to State offices, only, for a 
report on proposed rates under an acreage reserve program. . 

General Notice No. 350 was a request for a report on expected participation 
under the conservation reserve feature of the soil-bank on the basis of assumed 
annual payments. 

Copies of each of these general notices are shown below. 

The Soil Bank Act as originally taken up by the Senate in §S. 3183 has been 
changed very little as far as the forms and procedures necessary to implement 
it. The necessary forms, procedures, and regulations are almost in final form, 
and within a few days could be sent to the printer, and on to State and county 
offices as soon as we have a Soil Bank Act. 

Shown below also are three tentative forms for use on the soil-bank program 
which have been discussed with the ASC State offices: (1) Soil-bank worksheet, 
(2) acreage reserve agreement, and (8) conservation reserve contract. 


UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Washington, D.C. 
NOTICE GENERAL 348 
Action by: All ASC State and county committees. 
PROPOSED SOIL-BANK PROGRAM 
Walter C. Bergs, Acting Administrator. 


We have been receiving many inquiries concerning the proposed soil-bank pro: 
gram for 1956 and realize that you have also been receiving requests for similar 
information. 

This is the first of a new series of notices dealing with the proposed soil-bank 
program. In anticipation that the Congress will authorize some type of soil 
bank, a group has been set up in CSS to develop a tentative program consistent 
with the bills being considered by Congress. It is contemplated that if a soil 
bank program is authorized by Congress, a division will be established to handle 
the program and coordinate all work relative to this program with the divisions 
and offices in.CSS and with the Agricultural Conservation Program Service. 

3y this procedure, it is expected that the Secretary will be able to announce 
the details of a soil-bank program shortly after it is authorized by Congress. As 
quickly as the details of the program are known, each State and county office 
will be advised of the tentative program so that they may make the necessary 
arrangements to carry it out. 

Any soil-bank program which is authorized will require considerable addi- 
tional work in both State and county office and arrangements are being made 
for providing additional administrative funds to cover such expenses. Plans 
should be made now to organize your work so that all personnel can concentrate 
their attention for at least a 30-day period immediately following its announce- 
ment to this program and initiating its operation. 

To acquaint personnel with the program authorized by Senate bill 3183, which 
was reported out by the Senate Committee on Agriculture and Forestry, and is 
now under consideration by the full Senate, we are attaching as exhibit A, some 
excerpts from the committee report, and exhibit B, plans for implementing the 
soil-bank program (tentative). A copy of the Senate committee report is being 
mailed to each State office under separate cover. These may assist you in talking 
with farmers and in understanding how the Department expects the proposed 
bill to be placed in operation if enacted into law 
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You will be advised from time to time of new developments relative to the 
proposed soil-bank program. We fully appreciate the need for the fullest infor- 
mation possible concerning how this program may operate and every effort pos- 
sible will be made to keep you informed. 


Exuisit A 
PLANS FOR IMPLEMENTING THE SOIL BANK (TENTATIVE) 


(Based on 8. 3183) 


I. ACREAGE RESERVE 


Objective: Reduction of acreage of designated crops below allotments on a 
voluntary basis. 


A. Establishment of normal yields to serve as a basis of payment 


1. Operating procedure: 

(a) Use check yields during 1951-55 as a base except for wheat, which will 
be for 1945--54 period. 

(b) Establish county check yields on basis of (@) above. 

(c) County committeemen determine normal yields for community (these 
should weight out to approximate county normal yields. ) 

(d@) Community committeemen establish a normal yield rating for each farm 
in the community which grows the allotment crop concerned. Each such farm 
will be placed in one of several yield-rating categories, ranging above and below 
the community average. Adjustment procedures may be necessary to bring farm 
yield into approximate balance with county average. 

(e€) Individual farmers will then be invited to offer a part of their allotment 
acreage for the acreage reserve. Such land should be equal in productivity to 
land which has been used for the allotment crop on their farms. The county 
committee can then quote them a dollar figure per acre for typical land to be set 
aside for the acreage reserve for this allotment crop for their farm. Farmers 
may sign up for land better than average for the farm, in which case they will 
receive higher payments. If below average, a lower per-acre payment will be 
made. With the possible exception of the first year, farmers should indicate their 
intention to participate prior to planting time. 

(f) No crop may be harvested or grazed from reserve acres. 


B. Preliminary incentive rates for the acreage reserve program 

1. Possible incentive payment rates. The extent to which these rates need to 
be varied according to quality, location, and other factors is still under study. 
(These following figures are preliminary. ) 


Payments based on present legislation E ot ae 


| 
Rate as percent of support | Rate 50 
Lo: ——— F Support! percent 
rate! | | price? | of sup- 
40 é 60 70 port 


Commodity 


| 
| 


Wheat.......- -| Bushels__.....] $1.81 | $0. 724 $1. 086 $1. 267 | $2.26 | $1.13 
Cotte: 5522.2. .| Pounds.......| 3.2613 | .1045| . |} .1568 | 1.829] .3170 1585 
RiGb:< . occas -neccsos.| FF BRETEOd- .04 | 1.62 | 2.42 2.83 4. 88 2. 44 
| _ weight. | | | 
Corn } Bushels......-| 1.40 | .56 ; . 84 98 6 82 
Tobacco:# | 
Flue-cured_........| Pounds ! 3.481 | 





NT is os nical Shue e-daseal’: 9s GON 
Binder types: 
Type 51 aie pa ccccactcs . 539 
Type 52... : JoGGL 8 . 508 
Type 54 | do : . 245 
>) a aS ee . 320 


1 Announced minimum. 

2 90 percent of Jan. 15, 1956, old or new parity whichever is higher. 
3 Estimated, support not announced. 

4 Maximum payment authorized by 8S. 3183 is $100 per acre. 

5 Based on 1955 support rates. 
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2. Maximum and minimum participation. (These are administrative matters, 
not specified in the law. Also, there should be discretion to take care of farmers ti 
who for reasons of sickness or disability may not wish to operate their farms. ) 
(a) Maximum: 
Grain: 50 acres or 50 percent of allotment, whichever is larger. 
Cotton: 10 acres or 50 percent of allotment, whichever is larger. 
Tobacco: 5 acres or 50 percent of allotment, whichever is larger. 


(6b) Minimum: 


Grain: 5 acres or allotment, whichever is smaller. 
Cotton : 2 acres or allotment, whichever is smaller. 


Tobaceo: 


1 acre or allotment, whichever is smaller. 





C. Participation and cost on a national basis (highly tentative) 
chia . mapa . ‘ 
! 
Acres ia tec Approxi- 
which ee: Rate of payment based mate Total 
might — = oe I on normal yield cost per | cost! 
come in sa acre 
| Millions 
Millions Dollars | of dollars 
Cotton. 3-5 | 303 pounds 50 percent of loan level. - 50 | 150-250 
Wheat---- 212-15 |3 15.8 bushels BG6si5 17 200-250 
Corn _- 4- | 44.2 bushels- a 38 150-220 
Rice _- 3 | 2,500 pounds sip instn 60 18-20 
Tobacco 1 | 1,250 pounds 4100 | 10 
Total_ BRE. Ns cwiccaciey a 528-750 


1 Based on approximately 99 percent supports and optional parity 
sased on both winter and spring crop. 

’ Commercial corn area yield. 

4 Maximum as proposed in 8. 3183. 


D. Terms of the 


Voluntary. 

For 1-year term. 

All allotment crops covered under one agreement. 

. “Acreage reserve” lands must be typical or better land for allotment crops 
on the farm. 

5. The acreage of allotment crops covered by the agreement must be reduced 
below the acreage allotment by the amount of acreage placed in the “acreage 
reserve.” 

6. In the case of rented land, compensation is to be divided among interested 
landlords, tenants, and sharecroppers on the farms in the same proportion as 
they would have shared in the crop in the absence of a reserve acreage program, 
unless division on another basis is agreed upon by landlords and tenants and 
their agreement is approved by the county committee in accordance with stand- 
ards prescribed by the State committee. 


“acreage reserve” agreement 


oho 
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II. CONSERVATION RESERVE 
Objective: Reduce the acreage of land in row crops and small 


= ain on a 
voluntary basis and divert such acr age to conservation uses. 


A. Conservation reserve incentives 


1. Annual incentive payments and terms of contract: 

(a) $10 per acre, per year average rental for the United States for 3- to 15- 
year period. Rental rates established on basis of land productivity, agricultural 
value of land, and other factors. Rental rates would encourage farmers to take 
out their marginal cropland. 

(b) County rental rates would vary on the basis of such factors as county 
yields and value of farm land. 

(c) Rates would be established by areas and be based on relative produc- 
tivity of the land in the area. Farm rental rates would be established on the 
basis of the rating of the area in which the specified acreage placed in ‘“con- 
servation reserve” is located. 

(ad) Exigible land depending on area would be land which was used for the 
production of crops including alfalfa, clover, and other tame hay during the 
rotation on the farm. 
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(e) All lands placed in the “conservation reserve” must be approved conserva- 
tion uses. 

1. Some lands may already be in approved types of cover. Due to seed 
limitations, practices in first year may be modified if assured soil is pro- 
tected. 

2. Where it is necessary to establish cover, costs are estimated to average 
$19 per acre on a national basis. 

3. Costs of such practices would be shared with Government paying up 
to 80 percent of agreed upon costs, but not over $25 per acre for establish- 
ment of trees or other cover. 

2. Eligible conservation practices and uses: 

(a) Practices and rates of payment insofar as possible should be consistent 
with the present ACP program. 

(b) Vegetative cover (enough seed is available to plant about 14 million acres 
in 1956) : 

1. Prefer perennials. 

2. Annuals satisfactory when seeded with perennials. 

3. Annuals satisfactory alone when no perennial seed available and appro- 
priate practices can be followed. Due to seed limitations, some latitude 
may be needed regarding soil protective practices during the first year or two. 

(c) Trees (enough stock available to plant about half a million acres in 1956) : 

1. Adapted forest trees. 

2. Shrubs when interplanted for shelterbelt purposes. 

(dad) Water storage—cost of water retention dams shared. 
(e) Wildlife program would include establishment of cover, food, shrubs, ete. 


Ill, LAUNCHING OF THE PROGRAM 


(a) Preliminary work has been undertaken so that the details of the program 
can be announced as quickly as possible after legislation is passed. 
(b) Plan of operation includes the following: 

1. Hold educational meetings, perhaps on a county basis. 

2. Arrange for signup dates and meetings. 

3. Minimize the number of farm visits by handling as many things at one 
time as can conveniently be done. 

4. The use of bids and acceptances is authorized where applicable. 

(c) Problems: 

1. There are no funds for administrative work until and unless the Con- 
gress acts. 

2. If legislative action is not taken prior to April 15, it will be difficult to 
launch a program of great extent this year, except for wheat seeded in the 
fall of 1956. 

IV. INCLUSION OF FULL FARMS 


(a) A farmer offering to place his full farm in the “soil bank” may receive 
rental under the “acreage reserve” for the allotment acres on the farm (subject 
to maximums) and under the “conservation reserve” at a lower rate for the 
other acres normally in row crops or small grain. No payment would be made on 
lands normally in conservation uses or normally idle. 


V. CERTIFICATES 


(a) Draw them in terms of dollars. 

(b) Under certain conditions, a farmer may purchase CCC commodities and 
in such case the value of his certificates will be increased by up to 10 percent 
toward the purchase price of CCC commodities at market price or 105 percent 
of the current support price plus reasonable carrying charges, whichever is 
higher. 


Exuisit B 


TENTATIVE PROPOSALS FOR ADMINISTRATION OF THE SOIL BANK Act 


The following tentative proposals for administration of the act, prepared by 
the Department of Agriculture, were included in the Senate report on Senate 
bill 3188 for the purpose of illustration and discussion, and should not be con- 
sidered as being of any binding force. 


72013—56—pt. 439 


ta“ 
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ACREAGE RESERVE 


The acreage-reserve plan is designed to induce farmers to leave unplanted 
a portion of their allotment acreages for corn, wheat, cotton, rice, and certain 
types of tobacco. Tentative plans are as follows: The county ASC committees 
would set a farm yield rating for each farm for each of these allotment crops 
based on the average or normal yield for the last 5 years except for wheat for 
which the last 10 years would be used. The local ASC committee would advise 
ach farmer of the dollar payment per acre he might receive for underplanting 
one or several of his allotments. The rate of payment would be based on a 
percentage of the loan rate times the approximate normal yield. The farmer 
would have to designate lands to be placed in the acreage reserve of equa! 
quality to those used for the crop and agree that the acres so designated would 
not be harvested or grazed. 

In the case of small farms, under the tentative plans, the farmer would be 
permitted to participate in the acreage reserve to the full amount of his acreage 
allotment up to 30 acres for grain and 10 acres for cotton. Eor larger farms, 
the maximum would be 50 percent of the allotment. There would also be a 
minimum acreage which could be placed in either the conservation reserve or 
the acreage reserve. Provisions would be included in the program requiring 
protection of the rights of tenants and sharecroppers. 


CONSERVATION RESERVE 


The conservation-reserve plan is designed to take lands out of the production 
of crops for periods of 3 to 15 years and place such lands in conservation uses 
such as grass, trees, and other approved conservation practices. The estab- 
lishment of vegetative cover, water storage facilities, improving and expanding 
forest cover and other conservation measures which will be obtained under the 
conservation reserve program, will contribute to flood prevention by retarding 
runoff of rainwater, prevention of soil erosion, and by providing storage of water. 
Water storage will be accomplished both by increased soil storage capacity and 
hy water-storage structures. These same measures, coupled with the less inten- 
sive use provided for, will conserve and rebuild soil fertility and retard soil 
depletion. 

It is tentatively planned that in each county, the ASC committee would offer 
to enter into contracts specifying (1) the acreage to be placed in the program; 
(2) the payments to be made; and (3) the use to be made of the acres. Nation- 
ally, the annual payment on such lands would probably average about $10 per 
acre. Rates within a county would vary with the quality of the land. Payment 
rates would be determined by areas. In addition, it is tentatively planned that 
the contract would provide that the Government pay up to 80 percent of the 
cost of applying the agreed-upon conservation practices on such lands. So far 
as practicable, the conservation practices which would qualify for cost-sharing 
payments would be the same and at the same rates as under the ACP program. 


UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Washington 25, D. C. 
NoricE GENERAL 349 
Action by: All ASC State committees. 
PROPOSED SOIL BANK PROGRAM 


Approved for the Administrator: Clay H. Stackhouse, Acting Deputy Admin 
istrator, Production Adjustment. 

At the request of the Under Secretary of Agriculture, each State office is 
requested to contact sufficient farmers and landowners to determine the level 
of payments which would be necessary to induce farmers to cooperate in the 
proposed soil-bank program now under consideration by the Congress. You 
are requested to make such contacts, summarize the results, and report sucl 
findings to this office not later than March 12, 1956. 
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This report should cover only the proposed acreage reserve program if ap- 
plicable in your State. The State administrative officer should select 1 county 
in each farmer fieldman’s district for this sample check and request each fieldman 
to report for 5 farms representing different yield conditions in the county. The 
results of these field checks will be given careful consideration in the estab- 
lishment of national payment rates, No report is required if there are no crop 
allotments in your State. 

A separate summary should be prepared for each of the following: Wheat 
(commercial area States only), cotton, rice, corn (commercial area only), and 
tobacco (by types). While Senate bill 3183 includes only certain types of to- 
bacco, we ask that you report separately for each type grown in your State. 
For each of these crops we desire a report indicating the average payment per 
acre in dollars necessary to get farmers to underplant their acreage allotments 
for the designated crops. For each of the allotment crops raised in your State, 
such dollar figures should be reported by farms giving their reported normal 
yields. The report should be prepared in such a manner that the normal farm 
yield can be compared with the per acre payment required to get the farmer 
to underplant his allotment. 

It is suggested that the data for the acreage reserve crops be reported in a 
manner similar to the example below, sent in by the State of Oklahoma: 

County and State: Tillman, Okla. 

Commodity : Wheat. 

Normal yield: 17.7. 

Average yield: 15.6. 

Basie price-support rate: $2.09. 


Farmers’ opinion 
ion of per acre 
| payment rate re- 
Farm allot- Normal | quired for par- 
ment yield | ticipation in di- 
version of 20 to 
30 =percent of 
farm allotment 





$28 
29 
25 
22 
20 
30 
36 


20 





UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 
Washington, D. C. 


NorTicE GENERAL 350 


Action by: All State ASC committees. 


SOIL BANK CONSERVATION RESERVE ESTIMATES 


Approved for the Administrator: Clay H. Stackhouse, Assistant Deputy Ad- 
ministrator for Production Adjustment. 

Under separate cover, material has been sent you which outlines tentative 
methods for operating a soil-bank program if authorized by legislation. On the 
basis of the average tentative rates given in exhibit A, attached, each State is 
requested to— 

(1) estimate the number of acres in the State which might go into the 
conservation reserve. 

(2) estimate the number of acres in the State which would require prac- 
tice payments under the conservation reserve during. the next 12 months. 

Attached is a table giving by States tentative conservation reserve annual per 
acre rental rates. The rates given are based on a tentative national average rate 
of $10, which is approximately 10 percent of the current value of farmland. 
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These tentative State rates were established for nonirrigated cropland by weight- 
ing productivity indexes with current land values with minor adjustments. 

Before developing your estimate, you should make a tentative assignment of 
rental rates by counties or groups of counties. County rates should not be above 
or below the State basic rate by more than 50 percent, with a maximum upper 
limit of $20 per acre. Variation in rates for counties should be made in even 
dollars with the total amount for rental not greater than would result by applying 
the State average rental rate to the estimated number of acres rented for all 
counties. Variations in rates probably should be made by counties or groups 
of counties. Please indicate such rates on a State map and include in your report. 
The tentative State rates are subject to further adjustment. 

The contracted acreage is to be kept under vegetative cover or planted to trees. 
For the purpose of this estimate, assume a contract period of 5 years, except for 
land going into trees, where length of contract may not exceed 15 years. Where 
practice payments are required, cost sharing of up to 80 percent of the cost of 
approved practices is anticipated. 

As indicated in the Senate Agriculture Committee report on Senate bill 3183, 
farmers would be able to place in the conservation reserve, lands which are 
already in grass or tame hay and which are regularly used in the production of 
crops providing the total acreage of grain and row crops is reduced by the number 
of acres put in the conservation reserve. In some areas, considerable acreage 
now in meadow and haylands, which might otherwise be plowed up for 1956 crops 
could be placed in the conservation reserve. Therefore, consider these factors in 
submitting your estimate of the total number of rented acres under the conserva- 
tion reserve program which would require practice payments during the next 12 
months. 

Please mail your estimates in care of Mr. Clay H. Stackhouse to arrive in this 
office by March 12. 

Please keep this material administratively confidential. 


EXHIBIT A 


Tentative conservation reserve rental rates under soil-bank program 


State: Dollars | State: Dollars 
North Atlantic: per acre South Atlantic—Con. per acre 

Maine. 4:...... 8 weal Virginie. .ic.c... 9 
New Hampshire__-_~- 9 North Carolina 10 
Vermont______~- 9 South Carolina s 
Massachusetts____._-_ 14 Georgia___ 7 
Rhode Island__- 14 Florida 7 
Connecticut_ 14 South Central: 
New York 12 Kentucky____ 
New Jersey - 15 Tennessee___ 
Pennsylvania sd 13 Alabama 

East North Central: Mississippi 
i re Arkansas 
Indiana Louisiana_____-- 
Illinois Oklahoma ___- 
Michigan Texas... u 
Wisconsin______ es West: 

West North Central: Montana 
Minnesota Idaho___-_ 
Iowa_____ Vyoming 
Missouri__—_-~-~-- Colorado___-_-_-.- 
North Dakota__ New Mexico 
South Dakota Arizona___ 
Nebraska Utah 
a Nevada 

South Atlantic: Washington 
Delaware____ Oregon____-— 
Maryland_-_-_-_- ete California 
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FORM CSS-AAXK (SOIL BANK) 


U. S. DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 


SOIL BANK WORKSHEET 


ACRES IN FARM 


“LOCATION 


WAME AND ADORESS OF OPERATOR 


FOR DISCUSSION PURPOSES ONLY 


CODE AND FARM NO 


_ SECTION | - IDENTIFICATION DATA 


ACRES OF CROPLAND 





NAME AND ADORESS OF OWNER 





“NAME AND ADDRESS OF OWNER 


HISTORICAL DATA (ACRES) 
T 7 T } 





CROP OR LAND USE 1954 


(&) 


+ 


t 
| 
| 


SECTION I! - CROP AND LAND USE REPORT _ 


| 19 ACREAGE RESERVE DATA 

| acaemneemnneegpaarinenes ional 

po 

AVERAGE | 
1953 


To 
1955 1955 
| 


—- -7 


FARM | 


| ALLOT- | nasanve 
MENT | ACREAGE) CHECK 
OR |} (6S Less) VIELO 


BASE | - | RATING 


1956 
PRO- | 
POSED | 


RATE Rats 
PER | ACREAGE 
ACRE | RESERVE 
PAYMENT 


(Ff) ) “) 





to 


w 


t 





BASIC CROPS 


- 


a 


NSS 


suseandfjpeepenesseencnsme pe 


6 Feed Grains !/ 


7 Oilseeds 


8 Vegetables and Truck 


9 Other Grains 
and Row Crops 


10 Double Cropped 
Acreage 

1) Sub-Total 
(Lines 1 thru 9-10) 


$$} —__+__ 
12 Conservation 
Reserve Acreage 


xx 


xx xXx 


3 Idle and Fallow 


14 Tame Hay and Pgsture 


In Regular Rotation a 


rere een 


eee 


SUMMARY OF SOIL BANK DATA 


. . i rr 


Acreage Reserve 


(SUM OF ENTRIES IN COLUMN 


Conservation Reserve (Line 12 COLUMN F) 


Row Crops ‘end Grains, including ; 
Oilseeds (Line 11 COLUMN F) 


TOTAL ABOVE (must Nor ExXCEED LINE!!. 


COLUMN E FOR FULL PAYMENT RATE) 


CERTIFICATION OF DATA 
To the best of my knowledge, the data in Columns B throug’ F 
above are correct and I understand that to be eligible for price 
support on corn! must either reduce my corn acreage 15% below 
the base acreage for corn or place an equivalent acreage in the 
conservation reserve, and to be eligible for price support on 
feed grains, | must reduce my acreage of feed grains by 15% 





15 Tame Hay (not included 
_in regular rotation) | 


below my 1953-55 average to qualify for price support on oats, 
barley, grain sorghums and rye at 85% of parity, respectively, 
and on corn in the non-commercial area, at 76.5% of parity 





poe 


16 Total 
{Lines 11 thru 15) 





17 Commercial Orchards 


(pare) - (SIGNATURE) 





18 Woodland and Other 
Non-Cropland 


19 Tota) Land in Farm 


1/ lp the commercial corn area oats, barley, 


AGRI-WASH 


DATA TAKEN BY: 
i 


{DATED (SIGNATURE) | 


gain sorghume and rye; in the non-commercial corn area, corn, oate, barley, grain sorghume and rye 
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FORM CSS XKX (SOIL BANK 


U. S. DEPARTMENT OF AGRICULTURE 
COMMODITY STABILIZATION SERVICE 


SOIL BANK 
_ ACREAGE RESERVE AGREEMENT 19 


PART | - FARM IDENTIFICATION 


coo > R 
ee a ORAFT 2: 3-29-56 


| FOR DISCUSSION PURPOSES ONLY 


_ to aoe SRNR 


AERIAL PHOTOGRAPH NOS CONTRACT NO 









1. LOCATION OF FARM os : ~ RES IN FARM 7 my? OTHER FARMS iF “YES” cana : 
Le AND FARM NO 
ne 5 io atin re mma aencciiadiaalinnitat _ves a ~ a 
A + ie) ‘o) 
7 NAME ant AD DRE SS OF OPERATOR > vod a. = ' a : _ ~— r | ae or 7 





3. NAME AND ADORESS OF OWNER 


4. NAME AND ADDRESS OF OTHER OWNER 





PART Il - DESIGNATION AND DESCRIPTION OF RESERVE ACREAGE 


The reserve acreage designated on this farm is as follows 
anh : Bac : 7 ‘ . illic 
CROP ] ACRES FIELD IDENTIFICATION 
| | ‘ 
aie AO en manent Ss 4 reiting nai == a a 
} } 
| | 
8 | 
— - —-- - —— — + - T — — — - - —_-—-— S$ $$$ 
6 | 
plete — pein neeteenmanetasoereenesens a pominmnedi _— —o linet 
1 
7 | 
gee ellnnncnnsieean . t 7 ~ , ——— _ —_— oe SSS 
| | 


ieee tac cidl | is Lenamddestiennien 
| 


° TOTAL 
PART Ill- ACREAGE RESERVE, AGREED RATE OF PAYMENT PER ACRE, AND AGREED DIVISION AMONG INTERESTED PERSONS 


KKK 


Payment shall be at the agreed upon rate(s) per acre specified below on the actual number of acres reserved but not in excess of the 
acreage listed below for the respective crops 


ne - —— --—— —————— YT oY —_—_—_——- 
ITEM | WHEAT [ COTTON + CORN | RICE | TOBACCO PEANUTS 
A ; ——- - = ———+} ~ ——$_—____— —__—— 





10. Designated acreage placed in acreage 
reserve (as shown in Part II above) (Acres)—| 
on ~ + 





| 
| 
oY ——+ a — — 
| 
| 


11. Farm rate per acre 





3 
i 
+ 
Siccdien 


12. Maximum payment (Dollars 


+ antciplpoion ——— ——_—_—__>—_———- - be a $e 
| 

| | | | 

1 | | | 

: - PART IV - COMPENSATION AND CERTIFICATION 
CJ qe Check if supplement is used in lieu of this table 


Payment will be made to each of the producers listed below on the basis of their interests through the issuance to the undersigned 
producer(s) of negotiable certificates. Such certificates will be redeemable by Commodity Credit Corporation in cash upon presentation 
by the producer(s) or by any holder in due course, or such certificate(s) may be exchanged by such producer(s) for commodities owned 
by CCC pursuant to regulations issued by the Secretary. 





The undersigned producer(s) certifies that the reserve acreage designated in Part II, and the rate of compensation and the division of 
compensation among interested persons on the farm; as shown in this Part IV, or the supplement to this agreement, are correct; and 
that the conditions set forth in this agreement, including Part V and VI on the reverse side hereof, have been explained to the satisfac 
tion of the undersigned producer(s) 

Compensation is to be divided among interested producers on the farm in the same proportion as they would have shared in the crop ia 
the absence of a reserve acreage program, unless division on another basis is agreed upon by such producers and their agreement is 
approved by the county committee in accordance with standards prescribed by the State Committee 


a ae eae fate irae : L ni "DIVISION OF ANNUAL PAYMENTS 
SIGNATURES 


CORN 


WHEAT | COTTON 








DATA TAKEN BY 


OATE pee 
(SIGNATURE) 


‘Approved hy member ASC County Committee: 


(SIGNATURE) 





(Over) 
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TERMS AND CONDITIONS OF AGREEMENT 
Part V 

The undersigned producer(s) who has an interest in the crops produced on the 
farm indentified by the above listed farm serial number, hereby agrees to partici- 
pate in the 19— acreage reserve program and fully understands that his par- 
ticipation therein is subject to the terms and conditions set forth below and in 
part VI hereof and to the regulations issued by the Secretary of Agriculture gov- 
erning the acreage reserve program. 

The undersigned interested producer (s) agrees to the following: 

(1) That no crop shall be planted on the reserve acreage designated herein, 
except those approved for cover crop purposes only pursuant to regulations 
issued by the Secretary, and no crop shall be harvested from such reserve acreage 
during the period of this agreement, nor shall such acreage be grazed except with 
the consent of the Secretary pursuant to section 203 (a) of the Soil Bank Act. 

(2) That the reserve acreage shall be in addition to any acreage devoted to 
the conservation reserve program, and that no producer on the farm shall be 
eligible for payment if the acreage of any basic agricultural commodity other 
than wheat on the farm exceeds the farm acreage allotment, or the wheat acreage 
on the farm exceeds the larger of the farm wheat acreage allotment or 15 acres 
or if the acreage of corn exceeds the farmbase acreage for corn. 

(3) That the acreage devoted to the applicable crop(s) herein stated will be 
reduced below the crop allotments to the extent of the acreage in the area desig- 
nated in part II for such crop(s), it being understood that compensation will not 
be made for any acreage reduction in excess of the reserve acreage for the crop(s) 
designated in part IT. 

(4) That the designated location of the reserve acreage for any crop shall not 
be changed without prior written approval of the county committee. Any such 
change requires a new agreement and a request for such change must be filed 
prior to a closing date specified by the ASC county committee. 

Part VI 

(1) That the undersigned producer(s) will follow the practices prescribed by 
the ASC county committee to prevent weeds designated for this area from pro- 
ducing seeds or spreading on the reserve acreage. It shall be the responsibility 
of the undersigned prodcer(s) to obtain from the ASC county committee the list 
of weeds to be controlled and the practices to be followed. 

(2) The undersigned producer (s) represents that the land placed in the acreage 
reserve is of a quality at least equal to that used on the farm for the crop and 
that an adjustment in the rate per acre for any commodity from the rate of 
compensation established for the farm will be made in case the check on per- 
formance by the ASC county committee indicates that the designated land is not 
of a quality equal to that used for the crop. Such adjustment shall approxi- 
mately represent the difference in the productivity of the reserve acreage from 
typical land on the farm for such crop. 

(3) That the undersigned owner(s) has not reduced and will not reduce the 
number of tenants or sharecroppers because of participation in the soil bank 
program and the division of compensation has been agreed to as specified in the 
table in section IV; also, that any reduction in allotments of the respective crops 
has been agreed to by all participating producers. 

(4) That, as a part of this agreement, access to the farm and to the farm 
records by representatives of the Secretary will be permitted at reasonable times 
for determining compliance. 
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FORM CSS XXX (SOIL BANK) 


U. S. DEPARTMENT OF AGRICUL TURE 
COMMODITY STABILIZATION SERVICE 


SOIL BANK 
CONSERVATION RESERVE CONTRACT - 19___ 


CODE ANDO FARM NO 


FOR DISCUSSION PURPOSES ONLY 


AERIAL PHOTOGRAPH NOS. |CONTRACT NO 


PART 1 - FARM IDENTIFICATION 
“J. LOCATION OF FARM ie i ~ TACRES IN FARM ~ | OTHER FARMS 
IN STATE 


cians aaa 
| 1F YES", COUNTY 
ae al AND FARM NO 

! yes T NO 
(aT F a) Ca | , io) 


+ _ eee 


2. NAME AND ADDRESS OF OPERATOR 


3. NAME AND ADDRESS OF OWNER 





4. NAME AND ADORESS OF CTHER OWNER 


5. 1953-55 base acreage, row crops and grain (including Oilseeds)...............c--seeceserersrsceseceececesenessensesecess 
PART Il - CONSERVATION RESERVE CONTRACT ACREAGE 


FIELD IDENTIFICATION ACRES ANNUAL | TOTAL ANNUAL | s sarge AUN OU IO ete 
RATE PAYMENT FROM To 
(a) (8) tc) (0) (@) | (Ff) 
—— : 4 4 ona sel emeaiannennieeimeamepunetinente T iuentnneeennenenisoeieagpentemnteenatiaitiniors 
6 g $ 19 19 
7 19 | 19 
Sia ' Ss 4 + A eequiatectserecbonmesipe -p-—- Sieguens 
5 19 | 19 
| | $4 ——____ — 
9 TOTAL KK XXX } KX 











PART Ill - CONSERVATION RESERVE PRACTICES 


The following practices shall be carried out on the conservation reserve contract acreage, and cost-sharing shall be as stated on the 
reverse side hereof 


T 


_r 7 » = T 7% 7 a ats Se oT y once 1” 
PRACTICE IDENTIFICATION FIELONO. | ACRES APPROVED (KIND OF UNIT) UNIT RATE MAXIMUM 





EXTENT | | COST-SHARE 
ti — = | (8) | (c) | (oD) | te) | Or nicasilltenteaace 

10 $ £ 
- rape .  _ ~ + } + 4 _— - 
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13 

rienihaianeiaaitamtes —_ ie . anne {$$$ seenas) San - 
| | 4 - | theegeorinaral citieagtniell aaeeinmepee 
1s TOTALS KX XXX XxX | KKK 


PART IV - REPRESENTATIONS AND SIGNATURES 


The undersigned represent that they are the operator and/or owner(s) of the land which constitutes this farm; that all of the entries 
above are true and correct; that payment under this contract is conditional upon compliance with the terms and conditions of this 
contract as set out in Parts VI and VII of this form; and that payments in Part Il hereof shall be divided as shown below, except where 
there is more than one owner, payments due for any year after expiration of thé tenure of any operator (tenant) shown hereon, shall be 
payable to the owner(s), in the same proportion as they are shown below to share in the remainder of the payment. 


The operator certifies that he has a lease(s) on this farm thru ____ 19. 


SHARE OF ANNUAL PAYME 
PERCENT ] AMOUNT 


oe avo : . — 
- 
eeeeeneeniedn El ntigcncesitiigilp ciaitiiicieneatiintemeen a —— OO . ——+ !S) a. ede ae 


16 


tea ae cree al te 











___PART V - CERTIFICATION FOR THE SECRETARY OF AGRICULTURE 





1 certify that the entries in this contract have been determined in accordance with official regulations and instructions and that to the 
best >f my information and belief the representations made herein are true and correct. 


This contract is accepted in accordance with the terms and conditions as set out in Parts VI and VII of this form. 


eS 


(DATED “COUNTY COMMITTEEMAN (ON BEHALF OF THE COUNTY COMMITTEE) 





AGRI-WASH 


} ONLY 
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PART VI. GENERAL PROVISIONS 


General policies, procedures, and interpretations of terms relating to this con- 
ract are contained in regulations pertaining thereto issued by the Secretary of 


Agriculture, published in the Federal Register for (F. R. ). Data 
and information for the farm which are pertinent to this contract are shown in 
Form CSS — (Soil Bank), Application To Cooperate, Soil Bank Program, exe- 


cuted for this farm by the owner, which is on file in the office of the Agricultural 
Stabilization and Conservation county committee (hereafter referred to as the 
“county committee’). Such regulations and form are hereby incorporated as 
parts of this contract. 


PART VII. REPRESENTATIONS OF THE PRODUCERS 


I (We), the above-named owner(s) and operator of the farm identified by the 
above State and county code and farm number represent that I am (we are) 
the owner(s) and operator of said farm and have control thereof for the period 
of this contract and I (we) hereby agree— 

1. To enter in the conservation reserve the acreage shown for the period of 
years agreed upon in part II of this contract. 

2. To designate specifically all land entered into the conservation reserve and 
to maintain its identity and designation throughout the period of this contract, 
such land to be designated from the land regularly used on the farm for the 
production of crops (including crops not requiring annual tillage, such as tame 
hay, alfalfa, rotation pasture, and clover). 

3. To perform and maintain the conservation practices listed in part III of 
this contract, or such substitute practices as may be mutually agreed upon by 
the contracting parties which will carry out the purposes of the contract, on the 
conservation reserve acreage. 

4. The operator(s) agree that compliance will be measured on the basis that 
the average acreage of row crops and grains (including oil seeds) during the 
base period 1953-55 will be reduced by the number of acres placed in the soil 
bank (acreage reserve plus conservation reserve). 

5. To harvest no crop, including seed crop, from the acreage entered in the 
conservation reserve, except timber and wildlife. The harvesting within the 
life of the contract, of timber authorized hereunder shall be in accordance with 
sound forestry management practices as determined by the county committee. 
No Christmas trees, ornamentals, or Christmas greens may be harvested from 
the contracted acres during the life of this contract. 

6. Not to pasture or permit others to pasture any acreage entered in the con- 
servation reserve during the period of the contract, except when specifically 
authorized in a rider to this contract, and if such acreage is pastured by such 
authorization to pasture such acreage in accordance with sound pasture manage- 
ment as determined by the county committee. 

7. Not to adopt any practice or land use tending to defeat the purposes of the 
contract, such as— 

(@) diverting any land on the farm from woods, pasture, or other grassland 
or other conservation use to a noneconservation use unless an equal acreage of 
other land on the farm in nonconservation use is shifted to a conservation use 
as determined by the county committee. 

(b) using a purchase order issued to him for conservation materials or services 
for use in establishing protective cover or in performing any other approved 
practice on the conservation reserve for a purpose other than that for which the 
purchase order was issued: and 

(¢c) displacing any tenant or sharecropper, or reducing the acreage of any 
commodity farmed by any tenant or sharecropper, on the land controlled by the 
owner(s), if such displacement or reduction was made in anticipation, or on 
account, or participation by such owner(s) in the conservation reserve or acreage 
reserve programs, unless such displacement or reduction was with the consent 
of the tenant or sharecropper. 

8S. That the undersigned producer(s) will follow the practices prescribed by 
the ASC county committee to prevent weeds designated for this area from 
producing seeds or spreading on the reserve acreage. It shall be the responsi- 
bility of the undersigned producer(s) to obtain from the ASC county committee 
the list of weeds to be controlled and the practices to be followed. 

9. To forfeit all rights to payment under the conservation reserve program and 
refund all payments received under the program for any year during which any 
acreage allotment which has been established for this farm for tobacco, cotton, 
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rice, or peanuts is knowingly exceeded, or during which the larger of 15 acres or 
the wheat acreage allotment established for the farm is knowingly exceeded or 
the corn acreage on the farm exceeds the farm base acreage for corn or allotment 
for corn, whichever is in effect. 

10. To forfeit all, part or none, as determined by the Secretary, of the price- 
support benefits on this farm under the Agricultural Act of 1949 for the crop 
vear in which the contract is violated and to forfeit all further payments or 
grants under this contract and to refund to the United States all payments or 
grants received hereunder and under any acreage reserve agreement for the 
farm pursuant to the Soil Bank Act, upon his violation of this contract at any 
stag during the time he has control of the farm if the Secretary determines that 
the violation is of such nature as to warrant termination of the contract, or to 
make such refunds of price supports and of payments and grants under this con- 
tract or accept such payment adjustment as may be specified by this contract or 
otherwise specified by the Secretary if he determines that the violations do not 
warrant termination of the contract. 

11. (a) To permit county committeemen or other authorized representatives 
of the Secretary at all reasonable times to have such access to the farm. 

(b) To furnish such information relating to this farm as may be requested by 
the Secretary, any State or county committeeman, or other authorized repre- 
sentative of the Secretary: and 

(c) Give aecess to the farm records as is necessary to determine the correct- 
ness of any farm data contained in this contract or the extent of compliance 
with the terms of the contract. 

12. To report promptly to the county committee the sale of any of the land 
comprising this farm or the purchase or lease of additional land which together 
with any land on this farm is operated as one unit with respect to the rotation 
of crops, during the period of the contract. 

13. That the information and representations in this contract are complete and 
correct to the best of their knowledge and belief. 


PART VIIT. REPRESENTATIONS OF THE SECRETARY OF AGRICULTURE 


The undersigned member of the county committee or authorized employee of 
such committee, acting as agent for and on behalf of the Secretary of Agriculture, 
in consideration of the representations and undertakings of the owner(s) and 
operator for the farm covered in this contract agrees: 

1. That as annual payment for the period of the contract will be made with 
respect to the conservation reserve acreage for this farm for the number of acres 
for which it is determined that he has complied with the terms of the contract. 

2. To share the cost of performing practices approved by the county committee 
as necessary to establish desirable protective vegetative cover, water storage 
facilities, or other water, soil, or forest conserving uses as indicated in part ITI 
of this contract. Conservation materials or services necessary for the perform- 
ance of approved practices on the conservation reserve acreage may be furnished 
by the Secretary in lieu of cost-share payments as determined by the county 
committee, if requested by the producer. 

3. To terminate this contract on mutual agreement with the producer on deter- 
mination by the county committee in accordance with the instructions of the ASC 
State committee, that such termination is in the interest of the general public. 

4. To terminate this contract for violation of its provisions only after it has heen 
found by the Secretary that the nature of the violation is such as to defeat or 
substantially impair the purposes of the contract. In case of the termination 
of this contract, the producer(s) may appeal such a termination to the county 
committee, and to such other appeals boards as may be designated by the Secre- 
tary according to regulations available in the ASC county office. A producer shall 
also have right of appeal to the United States District Court for the district in 
which the farm is located for a determination of the facts in the case and for 
appropriate judicial relief after he has exhausted the appeals procedure described 
above. 


— 


5. That in the determination of acreage allotments and marketing quotas for 
the farm under the Agricultural Adjustment Act of 1938 subsequent to the date of 
this contract (a) to consider any acreage diverted from the production of any 
commodity subject to acreage allotments or marketing quotas in order to comply 
with this contract as acreage devoted to the commodity and (b) not to decrease 
the acreage of cropland on the farm as shown on the records of the county commit- 
tee by reason of the establishment and maintenance of vegetative cover or water 
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shortage facilities, or other soil, water, wildlife, or forest conserving uses, on the 
conservation reserve acreage. 

6. To release the operator from the obligations of this contract upon the expira- 
tion of his lease or operating agreement and his loss of all control of the farm. 

7. To release the owner(s) from the obligations of this contract upon the sale of 
his interest in the farm and his loss of all control of the farm. 

8. Payments made under part III of this contract will be made to the owner(s) 
and operator signatory hereto in the proportion in which they contribute to the 
carrying out of the practices therein, as determined by the county committee. In 
making this determination the county committee shall take into consideration the 
value of the labor, equipment, or material contributed by each such producer to 
the carrying out of the practices. The furnishing of land or the right to use water 
will not be considered as a contribution to the carrying out of any practice. 


PART IX.—DEATH, INCOMPETENCY, OR DISAPPEARANCE 


In case of the death, incompetency, or disappearance of any producer signatory 
hereto, any payment due him shall be paid to his successor, determined in accord- 
ance with the provisions of regulations issued by the Secretary designated ACP- 
122, copies of which are available in the office of the county committee. 


ADVANCE PLANNING FOR SOIL-BANK PROGRAM 


Mr. Wuirren. I should also like to have such information as you 
have as to how fast you can move in and what your plans at the present 
moment are, again reserving to you the right to change your mind as 
the circumstances require. I just want the full story on it. This is 
the last opportunity we will have to learn what advance planning has 
been done or what advance arrangements have been made and what 
your present outlook is in working with this soil-bank program and 
the various other aspects of the bill which passed yesterday. 

Mr. Pererson. You will want that for this record, Mr. Chairman ? 

Mr. Wuirren. Yes. 

Mr. Pererson. That means we can only give you, as you have re- 
quested it, such written material as we have prepared bearing upon 
this question. 

Mr. Wirtren. Plus any statement which you might wish to make 
to keep the thing in proper focus. We recognize your problems and 
that none of this is finalized. If you want to add to it the basis on 
which this was prepared and what future moves you would make 
before you finally go into it, this is the last place where we will be 
able to put in this record. 

Mr. Pererson. I appreciate that. 

Mr. Wurrren. If you were to send to the counties and these other 
people announcements and decisions, I want to know who they were 
sent to, what was sent, and just what the advance planning and 
preparation was, together with copies of any proposed regulations or 
announcements. 

Mr. Prererson. We shall be glad to do that, Mr. Chairman. 

(The information requested is included in the previous insert.) 

Mr. Wuirren. We thank you, gentlemen, very much. 





Fripay, May 4, 1956. 
AGRICULTURAL CONSERVATION PROGRAM SERVICE 
WITNESSES 


ERVIN L. PETERSON, ASSISTANT SECRETARY OF AGRICULTURE 
PAUL M. KOGER, ADMINISTRATOR, AGRICULTURAL CONSERVATION 
PROGRAM SERVICE 


FRED G. RITCHIE, DEPUTY ADMINISTRATOR, AGRICULTURAL CON- 
SERVATION PROGRAM SERVICE 

JAMES M. HUNT, CHIEF, PROGRAM ANALYSIS DIVISION, AGRICUL- 
TURAL CONSERVATION PROGRAM SERVICE 

R. P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, OPERATIONS, 
COMMODITY STABILIZATION SERVICE 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


Program and financing 


1955 actual | 1956 estimate | 1957 estimate 


Program by activities 
1. Cost -shi iring assistance to farmers _- ae ae $183, 927, 965 | $250, 588, 867 $250, 000, 000 
2. Farmland restoration in flood-stricken areas. - GEE Accent cet. 
3. Payments of loans from Commodity Credit C or por: i 
tion ‘ zs st 51, 143, 881 7, 450, 000 | 18, 450, 000 


Total obligations 5 z o , 235, 082, 714 258, 038, 867 | "268, A! 50, 000 
Financing: | | 
Unobligated balance brought forward 3, 292, 934 —88, 867 
Unobligated balance transferred to ‘‘ Foot- and-mouth and 

other contagious diseases of animé i and poultry, Agri- 

cultural Research Service’’ (21 U.S. C. 129) ae 1, 197, 481 
Recovery of prior-year oblig: ations. - <5 ec eaau —10, 713 | aE oe 
Loan from C ommodity Credit C or por: ition _- ascnwns=] SB, S00, O00 | gery 4 50, 000 | —43, 450, 000 
Unobligated balance carried forward 2 : San an 88, 867 | _ | 
Unobligated balance no longer available : seesi 2, 084, 585 


Appropriation eile 191, 700, 000 | 214, 500, 000 » | 225, 000, 000 
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Obligations by objects 


| 
Object classification |} 1955 actual | 1956 estimate | 1957 estimate 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


Total number of permanent positions- ; 63 

Average number of all employees_- ? 49 

Number of employees at end of year -- a 54 

Average salaries and grades: General schedule grades: | 
Average salary ; $5, 590 $6, 325 
Average grade. --_. : A : S-7.8 GS-8.2 


Personal services: 
Permanent positions 836 $356, 030 
Regular pay above 52-week base -_- 288 1, 370 


Total personal services 306, 124 357, 400 

Travel__ ‘ 29, 718 | 32, 800 

Transportation of things 7 500 500 

Communication services 6, 277 | 5, 500 | 

Printing and reproduction -- : 4, 992 | , 000 | 

Other contractual services y 16, 229 | , 000 | 
Advanced to ‘Administrative expenses, sec. 392, 
Agricultural Adjustment Act of 1938’ (7 U. S. C. 

1392) 20, 559 21, 947 

08 Supplies and materials i. ; 7 2, 228 2, 800 

09 Equipment- 3, 030 2, 500 

11 Grants, subsidies, and contributions. | 211,641,232 | 233, 869, 492 

15 Taxes and assessments 378 800 


Total, Agricultural Conservation Program Service 212, 031, 267 234, 305, 739 


ALLOTMENT TO COMMODITY STABILIZATION SERVICE 


Total number of permanent positions- 
Full-time equivalent of all other positions. _- 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: General schedule grades: 
Average salary _. 
Average grade. . _- 


Personal services: 
Permanent positions | $423, ¢ $525, 
Positions other than permanent | 
Regular pay above 52-week base 
Payment above basic rates___- 
Total personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services - - - 
Advanced to 
“Administrative expenses, sec. 392, Agricultural 
Adjustment Act of 1988’’ (7 U. S. C. 1392) 
‘‘Local administration, sec. 388, Agricultural Ad- 
justment Act of 19388’’ (7 U. S. C. 1388) &, 378, 200 
Services performed by other agencies 24, 517 
0S Supplies and materials , 381 
09 Equipment 2, 803 
15 Taxes and assessments , 946 


Total, Commodity Stabilization Service _- 22, 938, 939 
ALLOTMENT TO FOREST SERVICE 


Total number of permanent positions 16 
Average number of all employees 17 
Number of employees at end of year 16 


Average salaries and grades: 
General schedule grades: 
Average salary __- J $5, O68 


$5, 041 
Average grade Jz GS-6.7 


GS-6.7 
01 Personal services: 
Permanent positions : $85, 506 
Positions other than permanent. __- : 1, 625 
Regular pay above 52-week base 200 
Payment above basic rates 40 


$85, 506 
1, 625 
40 


‘Total personal services = ; 87, 371 87,171 
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Obligations by objects—Continued 


Object classification 


ALLOTMENT TO FOREIGN 


Travel 


7 ransportation of thines.......... CO a a Oy 


Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
Equipment 


Taxes and assessments_........-.------------------------- 


Total, Forest Service 


SERVICE—con. 


ALLOTMENT TO SOIL CONSERVATION SERVICE 


Full-time equivalent of all other positions ___ 
Average number of all employees ‘ 
Number of employees at end of year 


Average salaries and grades: General schedule grades: 


Average salary 
Average grade 


Personal services: 
Permanent positions __- 
Positions other than permanent-_- 
Payment above basic rates---------- 


Total personal services 
Travel : 

Communication services 5 
Printing and reproduction --__-- 
Other contractual services - - 
Supplies and materials-- 

Taxes and assessments -_-- 


Total, Soil Conservation Service 


Total obligations 


| 
| 


1955 actual 


$4, 410 
86 


925 
2, 751 
169 
1, 321 
9, 328 
1, 000 
495 
107 


1956 estimate 


$7, 870 
200 

1, 000 
5, 300 
200 


2, 250 
16, 300 
2, 124 
400 
170 


1957 estimate 


$7, 870 
200 

1, 000 
5, 300 
200 

2, 250 
16, 500 
2, 124 
400 
170 





101, 640 | 





1 | 


9 


zi 


oO 


$4, 497 


$7, 417 
2, 471 
411 


GS-6.4 | 


123, ‘185 


123, 185 





10, 299 
66 

1 

1 

425 

25 


10, 868° 


51 | 








235, 082, 714 








Budget authorizations, expenditures and balances 





BUDGET AUTHORIZATIONS AVAILABLE 
Appropriation 
Balance brought forward: 
Unobligated 
Obligated 
Total budget authorizations available--- 
EXPENDITURES AND BALANCES 
Expenditures— ae 
Out of current authorizations..--.........-- 
Out of prior authorizations__...............- 


Total expenditures ___--- 


| 
ef 

= 

| 


| 1955 actual 


} 
| $191, 700, 000 
| 8, 292, 934 | 


102, 964, 138 | 


\ 235, 147, 121 | 


235, 147, 121 | 


Unobligated balance transferred to ““Foot-and-mouth and | 


other contagious diseases of animals and poultry, Agricul- 


tural Research Service’’ (21 U. 8. C. 
Balance no longer available: 
Unobligated ecm for obligation) _._. 
Other ..... bahia 
Balance carried forward: 


I 8 Ae. cu sakcbandsaseenmanes ; 
TTT ne  qdisaeinbetonsesue 


Total expenditures and balances_---..-...------- 


1, 197, 481 
2, 034, 585 | 


957, 072 


1956 estimate | 


| 
" 


272, 938, 257 | 


| 
| 
| | 
| 


f 165,000,000 | 
55, 000, 000 | 





Ay 089, 628 | 


88, 867 |_- 


8, 349, 390 


297, 957, 072 | 


52, 938, 257° 


272, 938, 257 | 


1957 estimate 


277, , 938, 257 


170, 000, 000 
50, 000, 000 


~~ 87, 938, 257 
277, 938, 257 
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JUSTIFICATION OF THE ESTIMATES 


Mr. Wuirren. We now come to consideration of the Agricultural 
Conservation Program Service, and at this point in the record we will 
insert pages 328, 329, and 338 through 343 of the justifications. 

(The pages referred to follow :) 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 
PURPOSE STATEMENT 


The agricultural conservation program is authorized under the provisions of 
sections 7 to 17, inclusive, of the Soil Conservation and Domestic Allotment Act, 
as amended, 

The purposes of the act include (1) restoring and improving soil fertility, (2) 
reducing erosion caused by wind and water, and (3) conserving water on land. 
To effectuate these purposes, the agricultural conservation program offers cost- 
sharing assistance to individual farmers and ranchers in all of the 48 States, 
Alaska, Hawaii, Puerto Rico, and the Virgin Islands for carrying out approved 
soil-building and soil-and-water conserving practices on their farms. This 
assistance represents only a part of the cost of performing the practice. The 
farmer bears the balance of the cost and in addition supplies the labor necessary 
to carry out the practice. Allocations are made to States based upon conserva- 
tion needs. 

Cost-sharing assistance is offered only for the practices considered necessary 
to meet the most urgently needed conservation problems of the farm, which 
would not otherwise be carried out to the extent needed. To be eligible for 
cost-sharing the farmer must make application therefor before beginning the 
practice. 

Conservation measures for which cost-sharing assistance is offered, include 
practices primarily for : 

Establishment of permanent protective cover. 

Improvement and protection of established vegetative cover. 
Conservation and disposal of water. 

Establishment of temporary vegetative cover . 

5. Temporary protection of soil from wind and water erosion. 

Cost-sharing assistance is available in the form of— 

1. Partial payment of the purchase price of materials and services needed 
by the farmer for carrying out approved practices, or 

2. Partial reimbursement to farmers who have carried out approved practices 
at their own expense. 

Materials and services are obtained through local private sources where 
practicable. 

Rates of assistance vary by practices and by States and areas so as to make 
the most effective use of available funds. 


UR oo 


Appropriated funds: 


Pee eee, dene oko neo ck $214, 500, 000 
RS CUTIIIIR, Ft nosh ib in eine 225, 000, 000 


STATUS OF PROGRAM 
Current activities 
Conservation of agricultural soil and water resources is recognized as essential 
to the future well-being of the Nation. Not only is it essential to assure continued 
supply of food, fiber, and shelter for an increasing population, but also to supply 
the largest part of the raw materials that go into the expanding economy of the 
Nation. Farms and forests supply annually over 70 percent of all raw material 
used in the economy of the country. Transporting, processing, financing, and 
handling these raw materials so as to make them useful and supply them where 
they are needed makes up a large part of all the business and commerce that 
furnishes the livelihood for the Nation’s nonfarmm population. Because of t'ieir 
interests in food, fiber, and shelter and a continued healthy economy, nonfarm 
people have perhaps an even greater interest in conservation of soil and water 
resources than farmers themselves. 
There are few, if any, conservation measures that do not require an initial 
investment in materials, in power, or in labor. Recovery of investment in many 
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needed conservation measures is relatively slow as compared to investment of 
capital in measures necessary for production of things to sell and produce income. 
One of the problems of carrying out conservation measures is that the more 
enduring conservation measures are usually more costly and require a longer 
period of time before a return on the additional capital investment is realized. 
Some conservation measures with the greatest permanence will not, of themselves, 
ever return to the farm operator the capital invested in them. 

It is with this background of cost and returns from conservation and the 
public’s dependence upon the conservation of soil and water resources that 
Federal cost-sharing of conservation practices on individual farms is offered. 
Research and experimental work have developed and are developing means by 
which soil and water resources can be conserved, Educational work is teaching 
the value and need for conservation work. Technical services help determine 
the conservation measures that are needed and furnish engineering and technical 
services to correctly install them. Federal cost sharing by the agricultural 
conservation program helps overcome the economic barriers to carrying out con- 
servation measures. The basic purpose of the agricultural conservation program 
is to afford a means by which all the people may bear a part of the costs of those 
measures that would not otherwise be carried out at the rate needed to meet 
the public interest. It assists farmers to protect the public’s interest in the 
Nation’s soil and water resources by sharing with individual farmers and ranchers 
the cost of carrying out soil and water conserving practices more rapidly and to a 
fuller extent than would be effected through usual farm management practices. 
The program helps insure continued abundant production for all of the people 
of the country. 

Changes in agricultural conservation program.—tThe agricultural conservation 
program for 1955 continued the general program principles adopted for use under 
the 1954 agricultural conservation program. These principles, in general, author- 
ize Federal cost-sharing for the initial application of conservation practices which 
are needed to meet conservation problems on land now in agricultural production 
and which would not be carried out to the needed extent without program assist- 
ance. The 1955 program included all of the practices which were included in 
the 1954 program with appropriate changes to make the program more effective 
in meeting the conservation problems on land shifted out of crop production in 
1955. Also a new practice involving the establishment of vegetative cover to 
protect cropland throughout the 1955 crop year was added to the 1955 program. 
This practice was designed primarily to encourage the use of green manure and 
cover crops on cropland shifted for the entire 1955 crop year from crop production. 

In order to encourage better performance of practices involving the establish- 
ment or improvement of vegetative cover, the program provisions with regard 
to applications of liming materials and fertilizer were changed to permit cost- 
sharing for quantities of material between a minimum required application and 
an optimum application. A similar eligible range of performance was made 
applicable to seeding rates and other appropriate measures involved in the 
performance of approved conservation practices. 

Special provision was made for practices requiring more than 1 program-year 
for completion. This constituted an authorization for cost sharing for the com- 
pletion of an effective part of a practice during the program-year on the condition 
that the remaining parts would be completed during a subsequent program-year. 

Program development.—Development of the agricultural conservation program 
begins at the local or county level. The county agricultural stabilization and 
conservation committee with the assistance of the county agent and representa- 
tives of the Soil Conservation Service, Forest Service, and other local agencies 
interested in conservation. Make recommendations to the State agricultural 
stabilization and conservation committee. These are summarized by the State 
committee and used as the basis for the State extension service, Soil Conserva- 
tion Service, Forest Service, the State agricultural stabilization and conservation 
committee, and other agencies interested in conservation to formulate joint 
recommendations to the Agricultural Conservation Program Service in 
Washington. 

From these recommendations, the Agricultural Conservation Program Service, 
the National Extension Service, Soil Conservation Service, and Forest Service 
develop and recommend to the Secretary a national program. State and county 
committees then develop their programs within the structure of the national 
program approved by the Secretary. 

Program administration.—The agrieultural conservation program is adminis- 
tered locally by county agricultural stabilization and conservation committees 
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These committees are made up of resident farmers elected by the farmers they 
serve, County committees are supervised by State agricultural stabilization and 
conservation committees consisting of resident farmers appointed by the Secre- 
tary of Agriculture. The local county agent is an ex officio member of the county 
committee and the State director of extension holds a like position on the State 
committee. 

State, county, and community committeemen are assigned the responsibility 
for the field administration of the program and work directly with farmers in 
utilizing program assistance in an effort to get the greatest volume of conservation 
performed on the land by the farmers themselves. The responsibility for tech- 
nical determinations regarding permanent-type practices in the field is assigned 
to the Soil Conservation Service except for forestry practices, responsibility for 
which is assigned to the Forest Service. 





















Participation under the 1954 agricultural conservation program 









| bas Portion 
yar » at. 
Item Unit Total ! Participat partici- 


ing ! . 
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Percent 
Farms eae : Number 5, 465, 803 | 1, 095, 810 20 
Farmland..........-- sagas ios i -----| 1,000 acres_____| 1, 243, 841 | 404, 226 32 
Cropland = . tay do 477,918 | 164, 769 34 
Noncrop pasture and range ae | do | 560, 075 180, 394 32 











' Includes United States, Alaska, Hawaii, Puerto Rico, and Virgin Islands. Does not include the Naval 
Stores conservation program. 













The program for 1955 





The Department is carrying out in 1955 an agricultural conservation program 
consistent with the authorization provided by the Congress in the Department 
of Agriculture and Farm Credit Administration Appropriation Act, 1955. Pro- 
gram emphasis has been directed to those practices which are essential in the 
public interest and which farmers or ranchers would not carry out to the desired 
extent with their own resources, and to practices needed to meet the conserva- 
tion problem on land being shifted out of crop production in 1955. The selection 
of the practices from the national program to be included in the program for a 
county is the responsibility of the county agricultural stabilization and conser- 
vation committee and local representatives of the Soil Conservation Service and 
Forest Service, working with other agricultural agencies in the county. Pro- 
Vision is made for the development of additional conservation practices to meet 
special county conservation needs which cannot be met by the conservation 
practices in the national program. 

The drought in the summer and fall of 1954 damaged pastures and other sod 
crops in many States. It also created a need for greater assistance in the seed- 
ing of cover crops. It became apparent in the fall of 1954 that farmers in 
drought areas, because of their economic situation, were not able to supply 
matching funds for adequate use of practices to reestablish erosion-controlling 
sod. Consequently, all drought States were authorized to realine their programs 



































to meet the problems of drought-damaged lands and to open their 1955 prograins 
in the fall of 1954. In this manner there was continuing activity without any 
letup as would have occurred had not the action been taken. In these areas 
modification of the program was continued in the spring of 1953 to provide 
continuing means of meeting the urgent conservation problems caused by the 
drought. 

Serious wind erosion damage occurred in the spring of 1955 in seven States 
in the Southern and Central Great Plains. The Congress authorized the use 
of approximately $7 million of the uncommitted balance of the original appro- 
priation of $15 million made for the 1954 program to help the emergency prob- 
lem in this area for the 1955 program. Further authority was granted to 
transfer $5 million additional funds from the regular 1954 agricultural con- 
servation program for use in this emergency in the 1955 program. The total 
available for this purpose was approximately $12 million for the 1955 program. 
These special funds are used for locally developed conservation practices involv- 
ing emergency tillage and other measures to control wind erosion. 
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The program for 1956 

The program for 1956 will retain the major program provisions which have 
been in effect for the 1954 and 1955 programs. The authority for local develop- 
ment and adaptation of the program will be continued. 

State groups responsible for the development of State agricultural conservation 
programs will be authorized to establish rates of cost-sharing in excess of 50 
percent of the average cost of performing practices which have long-lasting con- 
servation benefits and from which the returns to the farmer or rancher are 
remote, where this is essential to obtaining desired performance of these prac- 
tices. The rates of cost-sharing for these practices, however, will be such that 
the farmers or ranchers will make a substantial contribution to the cost of 
performing the practices. As provided by legislation the maximum cost-share 
to any person for the performance of approved conservation practices will be 
increased to $10,000 where the practices are for community benefit and are car 
ried out by more than one person under agreements whereby program cost- 
shares which could be earned by the person involved are pooled for the per- 
formance of a practice or practices benefiting the lands of all such persons. 
These changes in the rates of cost-sharing and in the maximum cost-share will 
help to encourage the use of practices which provide more enduring conservation 
benefits. 

Distribution among States of the funds available for program assistance is 
made in accordance with their conservation needs except for the minimum allot- 
ment provision contained in both section 15 of the Soil Conservation and Domestic 
Allotment Act, as amended, and in the 1956 Appropriation Act. Funds for the 
Naval Stores conservation program are subtracted before the conservation needs 
formula is applied. The amount subtracted for naval stores is determined in 
the same manner as that used for 1948 and each subsequent program and is based 
on the need for assistance under the naval stores conservation program as 
related to the total funds available for cost-sharing assistance to farmers. 

The Congress has authorized a 1956 program of $250 million, the same as for 
the 1955 program. Particular attention will again be given to the conservation 
needs on land diverted from the production of crops for which allotments are 
established. County committees will be urged to give special consideration to 
requests for cost-sharing for practices which are needed to meet the problems 
on such land. 


Estimated need for selected conservation measures and amount performed under the 
1954 agricutural conservation program 


Estimated 
Practice J remaining 
needs 12 


Extent uncer 
the 1954 ACP 


Dams and reservoirs ° = rae : ‘ Number... - 2, 620, 895 74, 443 
Drainage # | Acre... 69, 318, 041 1, 307, 297 
Leveling land to conserve irrig: ition water and prevent erosion _| @0i... 11, 203, 582 377, 628 
Standard terraces. --- ob iaeatebec: | do... _| 106, 861, 527 728, 360 
Diversion and spreade r terraces __- cabal : iy. Sees 467, 246 37, 295 
Establishing contour stripcropping §_____- | Acre_. 41, 873, 115 190, 406 
Striperopping not on the contour_ Seal | $1,906, 079 773, 334 
Control of competitive shrubs on range or pasture ao... 87, 761, 149 | 1, 335, 520 
Tree planting- do.......| 29, 445, 415 115, 774 
Liming materials : applie< i for conserving uses-- : Ton. 80, 771, 976 | 12, 456, 783 
Permanent sod waterways Acre._. 4, 738, 000 36, 070 
Establishing permanent cover on land subject to erosion BBicca. 8, 311, 261 733, 634 
All other vegetative cover- Se G0..5. 251, 754, 569 9, 646, 297 


1 As approved by the Secretary of Agriculture July 1952. 
2 Need remaining after 1949. 

3 Includes storage-type structures for erosion control, livestock water, and irrigation (new structures only). 
‘Includes open and enclosed type drainages. 

4 Also includes the establishment of cross-slope stripcropping. 
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Accomplishments under the agricultural conservation programs, 1936-54 


Conservation measure Amount 
Die Be a CI) anno ie oh Sete bes eqeecwceeas 1, 296, 172 
I sigh tin gk bo tes wae eng tee eae tos lel 34, 014, 504 
Leveling land to conserve irrigation water and prevent erosion 

I otk id 5s 6 si ath eg is died Ania ee = ind Soe MAN ~ dee een -- 6,455, 442 
Stier MOU AIAN oo oho 8 ee innemunnn es eb Sean eka 1, 125, 375 
Diversion and spreader terraces (miles)_........------------- 110, 040 
Establishing contour stripcropping (acres) BLS tae ag areas ! 4, 977, 467 
Stripcropping not on the contour’ (acres). ...................... 101, 703, 527 
Control of competitive shrubs on range or pasture (acres) Se cau oie sa 9 298, 945 
i i aca as io em eceeale 1, 318, 072 
Liming materials applied for conserv ing uses ae Sa santero le 326, 608, 636 
Permanant 60d waterways (meres)......-... 2 ee 414, 191 
Establishing permanent cover on land subject to erosion (acres) _- 3, 422, 238 
All her wemetetine Gower (60708) = J... inc ko en oe enn sss _ 394, 012, 511 

1 Includes storage-type structures for erosion control, livestock water. and irrigation (new structures 


only). 
2 Includes acreage drained under both open and enclosed methods. 
? Includes cross-slope stripcropping. 


STATEMENT OF ASSISTANT SECRETARY PETERSON 


Mr. Wuirren. Mr. Peterson, we would like to have your statement 
on the agricultural conservation program. 

Mr. Prererson. Thank you, Mr. Chairman. Mr. Chairman and 
members of the committee, I am sure all of us appreciate the ex- 
perience of sharing together the problems and opportunities associated 
with the operation of the agricultural conservation program, which 
we believe is of major importance to American agriculture and to 
American farm people. 

We believe the agricultural conservation program is serving a de- 
sirable conservation purpose. ‘The 1955 program was complet ted on 
December 31, 1955, and the 1956 program 1s well under way. Farmers 
are demonstrating growing interest and participation in conserva- 
tion work with the assistance available to them in the program. 
Operating procedures are being constantly improved. The agricul- 
tural conservation program is a separate and distinct tool for con- 
servation farming, which is better farming. It should be and I am 
sure will be kept separately identified from other programs either in 
being or which may be undertaken and which are, or may of them- 
selves also be useful to conservation farming. Preliminary reports 
from States indicate that the number of farms participating in the 
1955 program increased substantially over 1954. 

The agricultural conservation program should be a continuing pro- 
gram through which the public shares with people who own or operate 
the Nation’s lands, the costs of those conservation practices which are 
needed but do not return to the landowner or operator the costs of 
this performance, or are otherwise incompatible with the economies of 
the production operations. 

1957 appropriation: The 1957 appropriation for the ACP will be 
used primarily for financing the 1956 crop-year program. In the 1956 
Department of Agriculture and Farm C redit Administration Appro- 
priation Act, the londienn authorized the formulation and administra- 
tion of a 1956 program, amounting to $250 million. The 1956 program 
has been formulated and announce ed and is now operating on the basis 
of $250 million, but a direct appropriation of only $225 million is re- 
quested. The balance of $25 million to previde for the full amount 
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authorized is available from balances from the 1954 program. The 
appropriation requested will, we believe, provide for meeting the full 
obligation under the 1956 program. This proposal is in keeping with 
the practice followed in recent years. 

Advance authorization for 1957: The budget includes a proposed 
advance authorization for a 1957 agricultural conservation program 
of $250 million. It is contemplated that the 1957 program will be 
continued at the same level and scope as the program authorized for 
1956. The funds available for payments to farmers will be distributed 
among States on the basis of the same formula used for 1956 and no 
substantial changes in State allocations are contemplated. 

ACP underearnings: It is almost inevitable that there will be some 
unused funds at the end of any program year. However, under- 

~arnings with respect to the 1953 and 1954 programs were greater 
than normally would be expected. Factors which contr ibuted to the 
1953 underearnings were discussed with this committee last year. 

Beginning with the 1954 program a strong effort was made to get 
the agricultural conservation program in a sounder conservation set- 
ting. Over the years prior to 1954 some practices had come into the 
program which are largely normal farm-management practices not 
related primarily to conservation. Assistance for these practices was 
not offered in 1954. The emphasis in 1954 on more desirable types 
of work resulted in substantial progress toward getting farmers to 
increase these kinds of practices, but many farmers were not able to 
follow this redirection as fully as desired. We were faced with the 
problem of getting farmers to fully understand the changes in the 
program and also in getting a thorough understanding at the various 
administrative levels. 

We are making good progress in overcoming these difficulties. I 
have personally attempted to meet with as many ASC State commit- 
tees as possible to discuss their problems and mutu: ally work out solu- 
tions tothem. Asa result of these and other experiences, one of the 
changes put into effect in the 1956 program to overcome the difficulty 
of obtaining more desirable conservation was to authorize increased 
rates of cost-sharing for practices which have long-lasting conserva- 
tion benefits, and from which the returns to the farmer or rancher are 
only indirect. 

In 1954 we were confronted with a disruption in the normal farming 
pattern of many farmers by the imposition of acreage controls re- 
quired by the increasing sur pluses. Alsoon many farms normal farm- 
ing operations were interrupted by the drought which continued to 
be widespread in 1954. The combination of these factors resulted 
in the 1954 program not being used to its fullest extent. We are con- 
fident, however, that these difficulties are being overcome and that 
the program now is on a much sounder basis and that participation 
and accomplishments under it are making substantial gains. 

The total underearnings under the 1954 program amount to ap- 
proximately $31,700,000, Of this amount, the use of up to $5 million 
was authorized by Public Law 219 of the 84th Congress, to be used for 
the emergency w ind erosion control activities which are being carried 
out in the Great Plains States. After setting aside this $5 million 
and allowing a small reserve for contingencies, approximately $25 
million remains available which is the difference in the 1957 appro- 
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priation requested and the $250 million authorized for the 1956 
program. 

Proposed changes in appropriation language: I would like to call 
your attention specifically to one of the changes which is proposed in 
the appropriation language. This is suggested language which would 
permit the allotment of up to 1 percent of any county’s allocation to 
agencies other than the SCS, which are qualified to furnish technical 
services. Many of the conservation measures for which cost-shar ing 
assistance is offered require technical determinations in order for the 
farmer to successfully carry them out. This need has been recog- 
nized by the Congress for several years and provision has been m: ace 
for transferring funds to the SCS for that purpose. The SCS is the 
primary source for obtaining technical conservation assistance, and 
it is expected that such services will continue to be obtained from 
SCS on at least as extensive a basis if not greater than in past years. 
There is need, however, for technical services which might be supplied 
by State and other agencies if funds to defray the cost of those serv- 
ices are available. 

The Secretary has assigned the responsibility for the technical 
phases of forestry practices to the Forest Service. ‘The assistance 
currently provided for forestry practices is obtained from forestry 
employees of State or other local public agencies and to a limited 
extent by the Federal Forest Service. There are some other situations 
where the only source from which the needed technical assistance may 
be obtained is from a State or local governmental agency. For ex- 
ample, county engineers or technicians sof irr igation and drainage dis- 
tricts, may in some cases be the only source available. At present the 
Congress has authorized (through applicable appropriation acts) the 
transfer of up to 5 poate of a county’s allocation to the SCS for 
technical services. 

It is not proposed to lessen the responsibility of SCS in providing 
technical assistance for ACP or to reduce the amount of needed funds 
transferred to them. Rather our purpose is to obtain specific ap- 
proval of the Congress to broaden the assistance to include other 
agencies when needed. 

If the proposed changes are adopted, some additional funds would be 
used for technical assistance to farmers. While the additional amount 
would be limited to 1 percent of each county allocation, the total addi- 
tional amount used would be substantially less than 1 percent of the 
national total, because many counties w ould require no transfer other 
than tothe SCS. The decision as to whether any funds would be trans- 
ferred to other agencies would be made by the county and State com- 
mittes concerned. There would be no differnece in the method of 
determining transfers to the SCS and to other agencies. 

In closing I would like to welcome any suggest ions of the committee 
to make further improvements in the program and to make it as simple 
and easily understood as possible. 

Mr. Paul Koger, who has recently been made Administrator of the 
Agricultural Conservation Program Service, together with Mr. Fred 
Ritchie, Deputy Administrator, and other members of the ACPS staff, 
are here with me today. I would like now to ask Mr. Koger to review 
with you the steps we have taken to make the program more effective 
and more adaptable to local conditions. 
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STATMENT OF ADMINISTRATOR FOR AGRICULTURAL CONSERVATION 
PROGRAM 


Mr. Wuirren. Do you have any general statement on this program, 
Mr. Koger, which you desire to make ? 

Mr. Kocer. Yes, sir, Mr. Chairman. 

The 1956 agricultural conservation program is operating under sub- 
stantially the same general program principles which were used in the 
development and operation of the 1954-55 programs. However, a 
number of modifications in details of operation have been made which 
are intended to more nearly meet the problems of farmers as they face 
the 1956 crop year. 


REASONS FOR PROGRAM CIIANGES 


In order to discuss the changes that have been made in the program 
since 1953, it is well to recall some of the problems of the program that 
existed in the years immediately preceding that time. In studying the 
problems of that time, particular attention was given to the discussions 
of thiscommittee. In several instances the committee pointed out seri- 
ous problems, one of the major ones being that ACP assistance was con- 
tinued year after year for some practices which had been carried out on 
the same farm long enough for them to have become a well-established 
part of the farming system of that farm. It was felt in many quarters 
that this was tending to use ACP funds for supplementing income 
rather than for getting additional needed conservatoin. The Depart- 
ment agreed with some of this criticism and believed that neither the 
long-time interest of farmers nor the public interest in soil and water 
conservation expressed through the program was being served as fully 
as it should be. 

Extensive study had been given to many of these problems over 
period of several years, and in 1953 the 1954 program was dordaned 
on a basis intended (insofar as practicable) to correct them. To that 
end the first step was to develop and clearly set forth the program 
objectives or principles. Most of these were not new but added 
a sis was given by clearly stating them in a separate section of 
the National Bulletin, together with some new ones. These principles 
as contained in section 1 of the 1954 National Bulletin were as 
follows: 


SECTION 1. GENERAL PROGRAM PRINCIPLES. The 1954 national agricultural con 
servation program has been developed and is to be carried out on the basis of 
the following general principles: 

1. The national program contains broad authorities to help meet the varied 
conservation problems of the Nation. State and county committees and partici- 
pating agencies shall design a program for each State and county. Such pro- 
grams should include any additional limitations and restrictions necessary for 
the maximum conservation accomplishment in the area. The programs should 
be confined to the conservation practices on which Federal cost sharing is most 
needed in order to achieve the maximum conservation benefit in the State or 
county. 

2. The State and county programs should be designed to encourage those con- 
servation practices which provide the most enduring conservation benefits prac- 
ticably attainable in 1954 on the lands where they are to be applied. 

8. Costs will be shared with a farmer or rancher only on satisfactorily per- 
formed conservation practices for which Federal costsharing was requested by 
the farmer or rancher before the conservation work was begun. 
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4. Costs should be shared only on practices which it is believed farmers would 
not carry out to the needed extent without program assistance. Generally, 
practices that have become a part of regular farming operations on a particular 
farm or ranch should not be eligible for cost sharing. 

5. The rates of cost sharing in a county or State are to be the minimum re- 
quired to result in substantially increased performance of needed practices within 
the limits prescribed in this National Bulletin. 

6. The purpose of the program is to help achieve additional conservation 
on the land. Such of the available funds that cannot be wisely utilized for this 
purpose will be returned to the Public Treasury. 

7. If the Federal Government shares the cost of the initial application of 
conservation practices which farmers and ranchers otherwise would not perform 
but which are essential to the national interest, the farmers and ranchers should 
assume responsibility for the upkeep and maintenance of those practices. 

The application of these principles resulted in distinct changes in 
the programs in many areas. 

At this point I would like to discuss first the major changes in 
specific program provisions made for the 1954 progr am, and second 
to review with you the experience gained from 2 years’ operation, in- 
cluding the modifications made since 1954. 


CHANGES MADE FOR 1954 


1. Cost sharing generally was limited to the initial establishment of 
a conservation practice. The application of this principle was to 
mean that beginning with 1955, cost sharing would not be given for 
a practice carried out on the same land on which it had been carried 
out during a prior year, This feature was not retroactive and did not 
apply to practices carried out prior to the 1954 program. 

2. Related measures that had been treated as individual or inde- 
pendent practices prior to 1954 but which were all necessary and inter- 
dependent steps in solving a conservation problem were put together 
and all required to be carried out to be eligible for cost-sharing. This 
is the so-called package-practice approach. 

3. Emphasis was plac ed on performance of the longer lasting con- 
servation measures, and practices were designed and encouragement 
given tochannel more assistance into them. 

Assistance was continued for annual and recurring types of con- 
servation practices, but less emphasis was placed on them than under 
prior-year programs. 

5. Cost sharing was limited to those practices for which it was re- 
quested by the farmer before the work on the practice was begun. 

Practice approvals to farmers were made for a definite amount of 
performance and for a definite amount of assistance. No factoring-on 
or pro rata increases in payment from otherwise unused funds were 
permitted. 

7. Greater emphasis was given to the utilization of information in 
any conservation farm plan which had been developed for the farm, 
so as to better bring ACP cost sharing to bear on critical and more 
urgent conservation problems. 

8. Rates of cost sharing were authorized at about 50 percent of the 
average total cost of the complete practice. Formerly, rates, although 
some higher, had been based only on certain individual parts of the 
practice, usually parts with higher out-of- pocket costs. Labor, use of 


equipment, and other costs were considered in determining rates for 
1954, 
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9, Procedures were devised to more effectively utilize available 
funds. Approvals of cost sharing for individual practices were given 
for limited periods to permit funds ebligated for practices that were 
not performed to be reallocated to other practices or other farms. 

10. More emphasis was placed on the development of local conserva- 
tion practices to meet problems peculiar to a local area 

11. Soil tests for use of minerals were required where adequate 
facilities for such tests were available. 

12. Efforts were expanded to use local suppliers of conservation 
materials rather than Government purchase and delivery. 


CHANGES SINCE 1954 


Changes that have been made since 1954 have been pointed almost 
entirely toward the more effective application of the general program 
principles as set forth for 1954. Modifications have been made in the 
language of those principles to point up the desirability of eliminating 
from county programs practices which have become routine and to 
make it clear that ACP cost sharing is not to be used for bringing new 
land into production. Those modifications were made in principles 4 
and 6 which now read as follows: 

(4) Costs should be shared only on practices which it is believed farmers or 
ranchers would not carry out to the needed extent without program assistance. 
Generally, practices that have become a part of regular farming operations in a 
particular county should not be eligible for cost sharing. Individual farmers or 
ranchers should be encouraged to utilize cost sharing for only those practices 
which have not become a part of regular farming operations on their farms or 
ranches. 

(6) The purpose of the program is to help achieve additional conservation 
on land now in agricultural production rather than to bring more land into agri- 
cultural production. Such of the available funds that cannot be wisely utilized 
for this purpose will be returned to the Public Treasury. 

I should like now to review with you our experience in the operation 
of the 1954 and 1955 programs, and the modifications that we made 
as — vy will apply in 1956: 

The initial-establishment concept was aimed at increasing con- 
servation by channeling more funds into getting new conservation 
work. The application of this principle ‘simply means helping a 
farmer treat a particular problem on a — ‘ular field and then mov- 
ing on to another problem, another field, or to another farmer. 

The application of that principle has -aciniitied a great deal of com- 
ment. Many persons defend it, many others condemn it. 

Pilot studies indicate that some farmers will maintain and continue 
sound conservation practices after cost sharing has been discontinued, 
others will not. Farmers’ actions in this respect seem to be closely 
dependent on whether the practice has been incorporated into a system 
of farming where returns from maintaining it are evident. Many of 
our State and county committees feel that for some needed practices 
allowing cost sharing only once is not sufficient time to permit the 
farmer to realize the full benefits that will accrue from them. For 
other practices they feel that the short-time gains received are not 
sufficient to induce farmers to continue them without aid. 

The problems posed are real and the resolution of them can greatly 
affect the future strength of the program. However, we are con- 
vinced that the concept of using limited funds to help more farmers 
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get. started on conservation systems is sound. Its application may 
have to be modified as problems are analyzed. Certainly it may not 
be an equally successful policy in all years—especially years in which 
farmers’ net incomes vary greatly. What a farmer can and will con- 
tinue to do in a period of high returns from farming are more than 
the public reasonably can expect him to do without cost sharing in 
a period of adverse returns in relation to costs. 

2. Prior to 1954 cost sharing for seeds, phosphate, potash, lime, 
etc., had been offered as separate practices. Such related operations 
necessary for carrying out a complete conservation job were combined 
into single package practices for 1954. There has been substantial 
acceptance of the objectives which prompted this concept but we 
reached too far in 1954. Complete practices often require more than 
one program year for effective establishment and some are too expen 
sive for the average farmer to finance in one crop season. The intent 
of this policy—to protect both the farmer and the general public 
against ineffective and therefore expensive halfway measures—is still 
our objective. However, the objective can be retained and still make 
our practice packages fit local recommendations and farm finances a 
bit more realistically. Therefore, we are permitting more variation, 
especially in the time required for installation, based on local findings 
and recommendations. 

3. In moving toward the more enduring types of conservation 
practices, we moved also toward the more expensive measures. Many 
of the practices call for considerable cash outlay for off-farm services. 
And many of them do not show any quick increase in farm income. 
Asa result many farmers with great need for such practices have been 
deterred from carrying them out. For 1956, provision has been made 
by which the State group may increase the cost-share rate above 50 
percent of the cost for long-lasting practices from which returns to 
~ farmer are remote. 

There is heartening evidence of the growing acceptance of the 
concept expressed before this committee in hearings on our 1954 pro 
gram to the effect that no one has an inherent right to any exact 
portion of the funds available for conservation. Many committeemen 
are doing an excellent job of channeling funds into those practices 
that would not be accomplished by farmers with their own resources. 
Many counties and States have established local provisions to more 
_ tively direct approvals to the more enduring practices. 

We have worked toward a broader understanding and a more 
effective use of pooling agreements in carrying out conservation meas- 
ures having community benefits. This has resulted in increased inter- 
est in organizing community efforts to accomplish projects which indi- 
— are unable to do alone. The action taken by Congress last 
year raising the payment limit to individuals for such community 
prac tae makes the use of pooling agreements more practical for many 
needed practices. 

6. States were permitted a great deal of latitude in developing oper- 
ating methods for 1956. And several came up with constructive 
ideas for the more effective use of program funds. All methods in 
use provide for the approval of cost sharing only on the basis of the 
farmer's prior request (except for emergency practices, such as in the 
Dust Bowl). And most State procedures specify that approvals shall 
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be given for limited periods to permit county committees to reallot 
unused funds to other practices or other farms. 

All State operating methods require that each practice approval 
be made for a definite amount. This enables farmers to know in 
advance exactly what the cost share will be for a particular practice. 
And it permits payments to be made to farmers much more promptly 
after performance is reported. However, since cash payments cannot 
be made before the annual appropriation becomes available, consider- 
able delay cannot be avoided in the case of practices performed early 
in the program year. We invite your attention to this problem in the 
hope that some solution may be worked out. 

The “concurrent operation” provision which was first made avail- 
able to States in the fall of 1954 promises to overcome one of the 
problems which has existed since the beginning of the program—the 
budgeting of funds for practice approvals so that they can be used 
most effectively. Under this plan, during the latter part of the 
calendar year the current program may be operated concurrently with 
the program for the next calendar year. This offers important advan- 
tages in program flexibility and brings about more effective utilization 
of program funds. It is made possible because of the overlapping of 
program year authorizations, as each program is authorized during 
an 18-month period—July 1 through December 31 of the next calendar 
year. Each year some farmers have been unable to carry out approved 
practices. When funds are earmarked for such practices other farmers 
who would have performed needed conservation measures if assistance 
had been available are deprived of the assistance and the Nation is 
deprived of the benefit of the conservation. Under the concurrent 
operation plan, this difficulty can largely be overcome by approving 
practices—during the period the programs overlap—to be paid out of 
unobligated funds from either program. Only a few States used the 
plan in 1954, but it now has been accepted generally as a major 
program improv ement. 

9. Early in 1954 it was found that in some areas estimates of the 
extent of facilities available for making soil tests were optimistic. 
This resulted in practice approvals being delayed in such cases. Since 
that time facilities have been expanded in many States and counties 
and State committees have been authorized to put into effect alterna- 
tive methods for determining mineral requirements where facilities 
are not fully adequate. 

These are some of the changes which have been made in the program 
in an effort to improve it. Oper ation of the program must be con- 
tinuously studied to keep and improve its effectiveness. Suggestions 
for improvements are always welcomed. 

Our working relationships with other agencies interested in the 
conservation of soil and water resources are excellent. In program 
development, the counsel and services of representatives of the agen- 
cies with direct or advisory responsibilities for ACP have been more 
extensively sought and utilized in each stage of that work We shall 
continue in every way that we can to build an efficient and effective 
ACP cost-sharing program and to fit that program into the overall 
effort to meet conservation problems throughout the country. 
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SEPARATION OF REGULAR CONSERVATION PROGRAMS FROM SOIL-BANK 
PROGRAM 


Mr. Watrren. Thank you, Mr. Koger, for your statement. 

One of the major problems we have here is to make a determination 
n this committee as to what course we should take. 

It will be my recommendation that notwithstanding the soil bank 

ind the bill which passed yesterday, which we all think will become 
the law, that we should not jeopardize long-time and sound programs 
by setting aside the regular operations and becoming dependent upon 
this new act. 

Funds will be made available for the soil bank by the Commodity 
Credit Corporation for a time at least, and therefore I feel that we 
should follow the course heretofore followed, and that is to make ap- 
propriations for the practices which have been going on and where the 
(Government has a financial obligation at the present time, and to make 
a proper announcement for a continuation of existing ACP programs. 
To the extent that you do that, of course, you doubtless will need less 
funds from the Commodity Credit Corporation. I can clearly see 
that the two programs are ‘bound to mesh somewhere along the line 
but since this is a new upstart which happened to come in an election 
vear, 1 am fearful that it might die . the end of the election, and 
come back again 4 years from now. I do not make that statement 
in the nature of a charge, but I make it to point out my reasoning for 
thinking we should go ahead with the regular activities and regular 
programs of the Department 

Have you worked out any ideas in your mind as to how the new pro 
gram will fit into the old ¢ 

Will it result in the removal of the cataloging approach, where the 
Department has been setting up a given list of practices for which 
the Government would pay its share of the cost of putting them into 
effect and with the right at the State and local level to adopt the prac- 
tices that fit their particular area / 

Do you plan to include the provisions of the new bill in a catalog 
approach where the local people can select them, or is your present 
thinking that that would be handled as a separate program? Again, 
[ realize this is something that your thoughts, like mine, would be 
tentative. 

Mr. Prrerson. Mr. Chairman, our view in the Department is that 
the on-going programs—the regular programs dealing with conserva- 
tion, SCS and ACP, shall be carried on as they have been carried 
on in the past, as distinct and separate, and continuing programs, and 
that the programs which may be envisioned in the soil bank will be 
identified as soil-bank programs. Where there are intermeshes or 
interrelationships, the practices that are approved under the soil-bank 
program should necessarily be consistent with similar or identical 
practices that may be available through the ACP program. 
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Mr. Wuirren. I think that is sound. That does not mean that 
somewhere down the road, should the soil-bank program continue 
as a permanent measure, and the ACP program continue on a perma- 
nent basis, it might not be well to put them together, but certainly it 
should be after we have had some experience. 

Mr. Pererson. I would concur in that, Mr. Chairman. Necessarily, 
we will have to have experience with the soil-bank program before 
we can determine as to what the best administrative arrangement 
might be. 

Mr. Voursetn. Mr. Chairman, at this point in the record I would 
like to approve the statement as to the policy given by Mr. Peterson 
of continuing our regular practices rather than making a new policy 
under the soil-bank program inasmuch as it is new. Of course, where 
it integrates that is fine, and I believe you endorse that idea 

Mr. Wuirren. Yes: I do. 

Mr. Vurseiy. I want to lend my endorsement to that thought at 
this time. 

Mr. Pererson. Thank you. 

I should like to observe further, if I may, that the soil-bank pro- 
gram, as you well know, has within it the objective of getting at 
problems associated with surpluses and distorted production. In 
other words, it has stabilization features to it as distinguished from 
conservation features. I think it is highly essential to the continuance 
of conservation from a sound basis that conservation and stabilization 
be kept identified and part, but insofar as the soil-bank program is 
in large measure a stabilization approach and has conservation aspects, 
those aspects should be closely integrated with the on-going conserva 
tion programs. 

Mr. Warren. Thank you. 


FARMERS PARTICIPATING IN AGRICULTURAL CONSERVATION PROGRAM 
BY STATES 


I would like to have in the record at this point the table which would 
show the change in the last 5 years in the farmer participation by 
States, or even by counties, in the ACP program. I do not want to 
tie you down to 3 years. I would like to have it for about 6 years. 

Mr. Pererson. We will give you what information we have on that 
point. I might observe our recent information is that the farmer 
participation is showing some considerable acceleration. 





(The following information was supplied :) 


Vumber of farmers participating in the agricultural conservation program, 


\Jabama 
\laska 

Arizona 
(\rkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida. 
Georgia 
Hawaii 

Idaho 

Illinois 
Indiana 

lowa 

Kansas 
Kentucky - 
Louisiana. 
Maine 
Maryland 
Massachusetts 
Michigan 
\linnesota 
lississippi - 
Missouri 
\fontana 
Nebraska 
Nevada. ; 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
4) Ww 
Oklahoma 
Oregon 
Pennsylvania 
Puerto Rico 
Rhode Island 
South Carolina 
South Dakota 
rennessee 
lexas 

Utah 
Vermont 
Virgin Islands 
Virginia 
Washington 
West Virginia 
W isconsin 

W yoming 
Naval stores 


Total 
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by States ! 


1950 


67, 546 
171 
2, 218 
9, 921 
,117 
69Y 
, 625 


, OSS 


169 
267 
540 


5, 520 


, 362 


002 
148 


, 484 


154 
246 
O56 
312 
319 
925 
699 


3, 616 
5, 630 


997 


, 901 


125 | 


219 
357 
979 


, aie 


"41 


, O79 | 


79 
(“a 


999 


5, 146 
9, 500 
, 030 


66, 
123, 
52, 
110, 
65, 
Il, 
66, 
19, 


46, 
36, 
100, 
130, 
6, 
9, 


70, 
18, 
32, 
132, 


3, 


2, 816, 25 2, 567, 


106 
996 
026 
768 
108 
262 
O41 
327 
919 
541 
582 
OSS 
935 
514 
122 
93 
519 
002 
188 
886 
973 
319 


683 


5, 698 
5, 268 
a ys) 

, 708 
7, 536 
54, SOS 
> aon 
2,518 
5, 133 
ROA 

, 054 
53, 768 
3, OO2 
. 903 

, 439 
453 
43 

13, 283 
>», OS 
, 561 
707 

5, 962 


2, 625 


2, 525, 913 2, 174, 688 


Including the naval stores conservation program, and the 1952, 1953, and 1954 emergency programs 


Notre.—Preliminary figures indicate that participation in the 1955 program will be substat 


in the 1954 program 


ELECTION 


FARMERS TO LOC 


AL 


COMMITTEES 


Mr. Marsnaun. Mr. Chairman, I note in the justifications 


this statement : 


itially higher 


we have 


Program administration.—The agricultural conservation program is adminis- 
tered locally by county agricultural stabilization and conservation committees. 
These committees are made up of resident farmers elected by the farmers they 


serve, 


It seems to me that while the farmers have been elected by their 
fellow farmers to serve on this committee, there have been regulations 
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that have been put in by the Department that have deprived farmers 
to some extent of expressing a free choice. Do you know anything 
about that ? 

Mr. Prrerson. I am not familiar with that. I am not sure just 
what your line of questioning is pursuing here. 

Mr. Marsnau. I think that it was approximately 2 years ago that 
the Department sent out regulations to the effect that committeemen 
could not be reelected. 

You will recall that Senate action changed the regulations which 
you sent out as far as the county committeemen were concerned. 
However, that did not, according to your interpretation, affect the 
community committeemen. 

Mr. Koger. May I say that the county committeemen and the com- 
munity committeemen are eligible to be elected as often as the people 
choose to elect them. 

Mr. Marsuati. However, due to the misunderstanding that arose 
due to your regulation, it did mean there was quite a cha angeover in 
the election of ‘community committeemen ; is that not right? 

Mr. Rrremte. I think that for the first year that administrative rule 
was in effect, and before it was modified, there probably was a sub- 
stantial change in the makeup of the committees. 


FARMER PARTICIPATION IN PROGRAM 


Mr. Marsna. I note in Minnesota we had an indicated signup of 
farmers of errr 114,000 in 1952, and in 1954 that figure was 
approximately half, or 53,750, which indicated that something had 
happened to cause that rapid drop in farmer participation in the 


rogram. 
' Do you have anything that would account for that dropoff ? 

Mr. Rrrcute. There were several things that had an influence on it. 

In early 1953 we had a very heavy signup of farmers for the 1953 
program. Many of the farmers were approved for a relatively small 
amount of cost sharing, and did not actually carry out the practice. 

Again in 1954 we had a change in type of program. There was con 
siderable difficulty in getting farmer understanding of the program. 
I think your State of Minnesota illustrates that difficulty of getting 
farmers to understand the changes in the program, to recognize what 
they could do in cost sharing, and the dropoff was very mar ked. There 
is a trend back up toward larger participation, especially for this year. 

Mr. Marsnartyi. A number of people from various States have made 
comments to me that the farmer no longer administers his program: 
that the program is being administered by office managers in this con 
nection. Would you think that that might have something to do with 
the dropoff ? 

Mr. Rrrcuie. I do not believe so, because in a large part of the coun- 
try the system of administration at the county office level was the same 
in 1954 as it was in 1952. The county committee was the policymaking 
committee with a chief clerk employ ed who carried out their policies. 
There probably was some difficulty in administration growing out of 
the changeover in States where the county committee had been work. 
ing almost full time in some counties to having the administrative 
work carried on by their employees. 
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Mr. Marsuauu. I note on page 340 of your justifications that you 
have a table showing participation under the 1954 agricultural-con- 
servation program. ‘I wonder if we might not have also incorporated 
in the record at this point a table giving like information for the 1952 
agricultural-conservation program. 

(The information requested follows :) 


Participation under the 1952 agricultural conservation program ! 


Portion 
participat- 
ing 


Participat- 


Item Total ing ? 





Percent 
Farms : ; : one Number 5, 466, 603 2, 326, 091 43 


Farmland ------ qed debe’ 1,000 acres 1, 241, 947 624, 109 50 

Cropland . = do - 476, 386 278, 152 58 

Noncrop pasture and range.....-.-..------- : ‘ 558, 783 238, 221 43 
| | 


| 


| Includes United States, Alaska, Hawaii, Puerto Rico, and the Virgin Islands. 
2 Includes the 1952 farmland restoration program but excludes the naval stores conservation program. 


ELIGIBILITY OF COMMITTEEMEN 


Mr. Prrerson. If you desire, I have the eligibility requirements for 
county committeemen and community committeemen as they exist un- 
der the present regulations. If you would like to have that in the 
record, we have it available. 

Mr. Marsuauy, I think that it would be well to have that in the 
record. I believe also that it would be well to place in the record the 
letter which the Secretary sent out in connection with the election of 
the committeemen. 


(The eligibility requirements are as follows:) 


ELIGIBILITY REQUIREMENTS 


§ 7.15 County conmitteemen, community committeemen, delegates, and com- 
munity election board members. To be eligible to hold office as a county com- 
initteeman, a community committeeman, a delegate, an alternate to any such 
office, or a member of a community election board, a person must: 

(a) Be eligible to vote in the county in which the election is held if a candi- 
date for county committeeman, and in the community in which the election is 
held if a candidate for community committeeman or delegate to the county con- 
vention or if being considered for appointment to the community election board ; 

(b) Be residing in the county in which the election is held if a candidate for 
county committeeman, and residing in the community in which the election is 
held if a candidate for community committeeman or delegate to the county con- 
vention or if being considered for appointment to the community election board ; 

(ec) Not be, or not have been during the current calendar year, engaged 
political activity as defined in § 7.29; 

(d) Not have been removed for cause as county committeeman, community 
committeeman, delegate to the county convention, or alternate to any such office, 
or as employee of any county office, or not have been removed for cause from 
any public office, or not have been convicted of any fraud, larceny, embezzlement, 
or felony, unless any such disqualification is waived by the State Committee; 

(e) If the office is that of county or community committeeman in a county or 
community where the committee participates in any way in the administration 
of the Sugar Act of 1948, not, during his term of office, have a stock or member- 
ship interest in any organization engaged in producing or manufacturing sugar 
or liquid sugar, or invest or speculate in sugar or liquid sugar or contracts relating 


thereto: 
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(f) If the office is that of county committeeman, not be during his term of 
office a president, vice president, treasurer, or secretary of a county, State, or 
national unit of any general farm organization ; 

(gz) If the office is that of county committeeman, not be during his term of 
office a sales agent or employee of the Federal Crop Insurance Corporation; and 

(h) If the office is that of county committeeman, not be during his term of 
office a marketing quota review committeeman. 


Mr. Koger. Dida letter go out? Tam not aware that a letter went 
out. We will check. 

Mr. Prererson. Whatever the communication was, if any, we will 
insert in the record. 

(The following statements were supplied later :) 


SECRETARY BENSON ANNOUNCES CHANGES AFFECTING LOCAL ASC COMMITTEES 
Wasuinoton, June 15, 1954. 


Secretary of Agriculture Ezra Taft Benson today announced several important 
changes in regulations governing the election, qualifications, and duties of county 
and community agricultural stabilization and conservation committeemen. 

Major changes would: 

1. Create county and community election boards which would conduct the 
annual elections of committeemen. 

2. Limit to 3 the number of consecutive terms a farmer may serve as a county 
or community committeeman, except that where all 3 members of the county 
committee have already served 3 consecutive terms 1 member shall be eligible 
for election to 1 additional term. 

3. Prohibit officials of general farm organizations from serving as members 
of county ASC committees. 

4. Prohibit county committeemen from acting: (@) as sales agents or employees 
of the Federal Crop Insurance Corporation; (>) marketing quota review com- 
mitteemen and (¢) as employees of their own county offices. 

Other revisions in the regulations provide for the removal of county and 
community committeemen, county office employees, and election board members 
only by a majority vote of the State ASC committee. A majority vote was not 
required under previous regulations. 

Provision is also made for the right of appeal by ousted committeemen or 
election board members to the State ASC committee and to the Deputy Adminis- 
trator for Production Adjustment, Commodity Stabilization Service. Hereto- 
fore, appeals beyond the State committee were not provided by regulation. 

“These changes are the outgrowth of a year’s study of the entire system,” 
Secretary Benson said. ‘They represent the combined thinking of farmers them- 
selves, State and county committeemen and administrators within the Depart- 
ment who have been closest to the problem. 

“The revised regulations are designated to strengthen farmer control of local 
program administration, to stimulate more extensive farmer participation in 
community elections, and to encourage more farmers to serve as community and 
county committeemen. 

“To insure fair and impartial community elections, provision is made for the 
creation of a county election board, consisting of the county agent as chairman 
and the heads of the Soil Conservation Service office and the Farmers Home 
Administration office as well as the heads of each general farm organization 
operating within the county. This board will designate three-member com 
munity election boards consisting of farmers who are not incumbent county or 
community committeemen. The community boards will conduct, without com 
pensation, the annual election of community committees and delegates to count) 
conventions, 

The Secretary pointed out that the limitation of three consecutive terms for 
committeemen is expected to encourage “broader participation in community 
elections by many more farmers than has been true in the past. 

“The prohibition against farm organization officials serving as county com 
mitteemen is designed to prevent any possible domination of a public agency by 
a private agricultural group,” Secretary Benson said. “This provision was 
adopted to insure that the farm program will be run by farmers, who have in 
turn been elected by farmers. 

“County committeemen will no longer be eligible to serve as employees of their 
own county offices because grass roots experience shows that in 87 percent of our 
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counties better administration has resulted when the policy forming function is 
vested in the county committee and the policy-executing function is delegated to 
a full-time office manager, hired by and responsible to the committee.” 


REGULATIONS OF THE SECRETARY OF AGRICULTURE GOVERNING ASC 
Country And ComMUNItTY COMMITTEES 


The following regulations appear in the Federal Register of June 19, 1954 
(19 F. R. 3637) 


TITLE 7—AGRICULTURE 
SuntrrrLE A—OFFICE OF THE SECRETARY OF AGRICULTURE 
T—AGRICULTURAL STABILIZATION AND CONSERVATION COMMITTEE 


SUBPART—SELECTION AND FUNCTIONS OF AGRICULTURAL STABILIZATION AND CON- 
SERVATION COUNTY AND COMMUNITY COMMITTEES 


By virtue of the authority vested in the Secretary of Agriculture by the Soil 
Conservation and Domestic Allotment Act of 1936, as amended, these regula- 
tions are hereby made, prescribed, and published to be effective upon publica- 
tion in the FrEpERAL REGISTER, except § § 7.15 and 7.17, relating to eligibility 
requirements which shall be effective in each county beginning with the next 
regular election. They supersede all previous regulations relating to the selec 
tion and functions of county and community committees which have been 
published in Part 713, Chapter VII, Title 7, and in Part 7, Subtitle A, Title 7, of 
the FeperaAL Reotstrer, and shall be in force and effect until amended or super- 


seded by regulations hereafter made. 


NAMES OF COMMITTEES 


Local or community committee. 
County committee. 


PURPOSE OF COMMITTEES 
Purpose. 
SELECTION OF COMMITTEES 


Method. 

Who may vote for committeemen and 
delegates. 

Restrictions on voting. 

Determination of elective areas. 

Calling of elections. 

County election boards. 

Community election boards. 

Election of community committee and 
delegate to the county convention. 

Election of the county committee. 

Tie votes. 

Vacancies. 


1-1 


mleyedel-i-1 


ELIGIBILITY REQUIREMENTS 


County committeemen, community com- 
mitteemen, delegates, and members of 
community election boards. 

All other personnel. 

Dual office. 


TERMS OF OFFICE 


County and community committeemen 
Delegates to the county convention. 


DUTIES 


County committee. 

Chairman of the county committee. 

Vice chairman of the county committee. 

Community committee. 

Chairman of the community committee, 

Vice chairman of the community com- 
mittee. 

Delegate to the county convention. 

County office manager. 


72013—56—pt. 441 


~l-lel-l-l-1 


PRIVATE BUSINESS ACTIVITY 
Sec. 
7.28 All personnel. 


POLITICAL ACTIVITY 


7.29 All personnel. 


REMOVAL FROM OFFICE OR EMPLOYMEN‘4 


.60 County and community committemen 
and members of community election 
boards, 

61 Delegate to the county convention. 

County office personnel. 
Right of appeal. 


LEAVI 
ot Leave, 


OFFICES 


o~ 
re) 


Location, 


56 Use of county office 


STODY AND USE OF BOOKS, RECORDS, AND 
DOCUMENTS 
o¢ Custody. 
.o8 Use. 
MEETINGS 


oo When, 
40 Call and notice. 
41 Quorum 


42 Reeords. 


sl-l-1-) 


DEDUCTION FOR COUNTY COMMITTEE EXPENSES 


7.45 Deductions and notice. 
SCOPE 


7.44 Applicability. 

AUTHORITY: §§$ 7.1 to 7.44 issued undet 
sec, 4, 49 Stat. 164, as amended: 16 U.S. ¢ 
ovod, Interpret or apply see. 1, 49 Stat 
1149, as amended; 16 U. S.C. 590h). 
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NAMES OF COMMITTEES 


§7.1 Local or community committee. The local cominittee elected under the 
provisions of the regulations in this subpart shall be known as the Agricultural 
Stabilization and Conservation Community Committee, referred to in this sub- 
part as the “community committee.” 

§7. County committee. The county committee elected under the provisions 
of the regulations in this subpart shall be known as the Agricultural Stabiliza- 
tion and Conservation County Committee, referred to in this subpart as the 
“county committee.” 

PURPOSE OF COMMITTEES 


§7.3 Purpose. The purpose of the county committee shall be to direct the 
administration of sections 7 to 17 inclusive of the Soil Conservation and Domes- 
tic Allotment Act of 1936, the Agricultural Adjustment Act of 1938, the Sugar 
Act of 1948, and any amendments to such acts, and such other acts of Congress 
as the Secretary of Agriculture or the Congress may designate. This shall be 
done through community committeemen and other personnel responsible to the 
county committee, and in accordance with applicable laws, regulations, and 
official instructions. The county and community committees shall not engage 
in any other activity. 


SELECTION OF COMMITTEES 


Method. County and community committees shall be elected by eligible 
ve 

Who may vote for committeemen and delegates. Any person who is 
of legal voting age and who has an interest in a farm as owner, tenant, or 
sharecropper and any person not of legal voting age who is in charge of the 
supervision and conduct of the farming operations on an entire farm shall be 
eligible to vote for committeemen and delegates in the community in which he 
has such an interest if: 

(a) A payment or grant of conservation materials or services is or will be 
made with respect to the farm under the current Agricultural Conservation Pro- 
gram or there is being carried out on the farm one or more of the current pro- 
gram practices approved for the State by the State Agricultural Stabilization 
and Conservation Committee, referred to in this subpart as the “State Committee” ; 

(b) Such person is eligible for a cooperator’s loan or other price support; or 

(c) Such person is eligible for a payment under the Sugar Act Program. 

In any State having a community property law, the spouse of a person who is 
eligible to vote under the foregoing provisions shall also be eligible to vote. 

§ 7.6 Restrictions on voting. Each eligible voter shall be entitled to only 

one vote on any one ballot in any election held in any one community or in 
the county convention. If the eligible voter has an interest in a farm in more 
than one community in the county, such voter shall not be entitled to vote in 
more than one such community in the county. There shall be no voting by 
proxy. 
§ 7. Determination of elective areas. Each county shall be divided into local 
administrative areas, referred to in this subpart as “communities.” The term 
“county” in the Territory of Alaska shall be the area so designated by the State 
Committee. The boundaries of the communities shall be fixed by the State Com 
mittee after considering any recommendations by the county committee. No 
such community shall include more than one county or parts of different 
counties. 

§7.8 Calling of elections. Each election of county or community committee- 
men shall be held on a date or within a period of time and at a place fixed by 
the State Committee which will afford full opportunity for participation therein 
hy all persons eligible to vote: Provided, That such date or period of time shall 
fall between July 1 and December 30 each year. Each such election shall be 
held in accordance with detailed instructions issued by the Deputy Administrator 
for Production Adjustment, Commodity Stabilization Service (called “Deputy 
Administrator” in this subpart). If the number of eligible voters voting in any 
election of community committeemen is so small that the State committee deter- 
mines that the result of the election does not represent the views of a substantial 
number of eligible voters, it shall declare the election void and call a new 
election. 

$7.9 County election boards. In each county there shall be a county elec 
tion board composed of the county agricultural extension agent, or in the absence 





the 
ral 
ub- 


ons 
iza- 
the 


the 
1eS- 
rar 
ess 

be 
the 
ind 


age 


ble 


is 
or 
the 


2047 


of a county agricultural extension agent, the district agricultural extension 
agent, as chairman, the heads of the Soil Conservation Service and Farmers’ 
Home Administration offices in the county (if any), and the county head of 
each general farm organization operating in the county. It shall be the duty 
of the county election board to select for each community in the county a com- 
munity election board composed of three farmers other than the incumbent 
community and county committeemen and to select replacements for members 
of such boards who resign, become ineligible, or are otherwise unable to serve. 
One of the members of the community election board shall be designated chair- 
man by the county election board. 

§ 7.10 Community election boards. The community election board shall serve 
without compensation and shall be responsible for conducting the community 
committee election in accordance with instructions issued by the Deputy Ad- 
ministrator and shall serve as a nominating committee for the community when 
required. 

§7.11 lection of community committee and delegate to the county conven- 
tion. (a) The eligible voters in a community shall elect annually a commu- 
nity committee composed of three members and shall also elect first and second 
alternates to serve as acting members of the community committee in the order 
elected in case of the temporary absence of a member, or to become a member 
of the community committee in the order elected in case of the resignation, 
disqualification, removal, or death of a member. An acting member of the com- 
munity committee shall have the same duties and the same authority as a mem- 
ber. Election shall be by secret ballot and by plurality vote, with each eligible 
voter having the option of writing in the names of candidates of his own choice. 
Except where ther is only one community in the county, election as chairman 
and vice-chairman of the community committee shall constitute, respectively, 
election as delegate and alternate delegate to the county convention. 

(b) In any county where there is only one community, the community com- 
mittee shall be the county committee. Failure to elect the prescribed number 
of alternates at the regular election shall not invalidate such election or require 
a special election to elect additional alternates. 

(c) The community committee shall select a secretary who may be the County 
Agricultural Extension Agent or an employee of the county office. 

§7.12 FHlection of the county committee. (a) The delegates elected pur- 
suant to § 7.11 shall meet in a convention held before the close of the same 
calendar year to which they were elected to elect the county committee for the 
county. A majority of the delegates so elected and qualified to vote at the time 
of the convention shall constitute a quorum. A county committee of three mem- 
bers shall be elected, with one elected as chairman, one elected as vice chairman, 
and one elected as regular member. At the same convention the delegates 
shall also elect first and second alternates to the county committee to serve 
as acting members of the county committee in the order elected in the case 
of the temporary absence of a member, or to become a member of the county 
committee in the order elected in case of the resignation, disqualification, re- 
moval, or death of any member of the county committee. An acting member 
of the county committee shall have the same duties and authority as a member. 

(b) The county committee shall select a secretary who may be the county 
office manager or the County Agricultural Extension Agent for the county. If 
the County Agricultural Extension Agent is not selected secretary to the county 
committee, he shall be ex officio a member of the county committee but shall not 
have the power to vote. 

§7.13 Tie votes. Tie votes in community committee elections may, at the 
discretion of the community election board and with the consent of the con- 
testants, be settled by lot. In the county convention, tie votes shall be broken 
by further balloting. 

§ 7.14 Vacancies. (a) In case of a vacancy in the office of chairman of a county 
or community committee, the respective vice chairman shall become chairman ; 
in case of a vacancy in the office of vice chairman, the respective third 
regular member shall become vice chairman; in case of a vacancy in the office 
of the third regular member, the respective first alternate shall become the 
third regular member ; and in case of a vacancy in the office of the first alternate, 
the respective second alternate shall became the first alternate: Provided, That 
when unanimously recommended by the three members of the county committee 
as constituted under this paragraph or as constituted under this paragraph and 
paragraph (c) of this section, and approved by the State Committee, the offices 
of chairman and vice chairman of the county committee may be filled from such 
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membership without regard to the order of succession prescribed in this para- 
graph or the action of the delegates to the county convention. 

(b) In case of a vacancy in the panel of delegates to the county convention, 
the respective alternates shall act as delegates. 

(c) In the event that a vacancy, other than one caused by temporary absence 
occurs in the membership of the county committee and no alternate is available 
to fill the vacancy, the State Committee shall call a meeting of the delegates to 
the county convention to elect persons to fill such vacancies as exist in the 
membership of the county committee and in the panel of alternates, except as 
provided in § 7.30. 

(d) In the event that a vacancy, other than one caused by temporary absence, 
occurs in the membership of the community committee and no alternate is 
available to fill the vacancy, the county committee shall cause an election to be 
held to fill such vacancies as exist in the membership and in the panel of 
alternates. 

(e) In the event that a vacancy occurs in the panel of delegates to the county 
convention and the respective alternate is not available to fill the vacancy and 
a county convention has been called, the county committee shall cause elections 
to be held to fill such vacancies as exist in the panel of delegates and alternates. 


ELIGIBILITY REQUIREMENTS 


§7.15 County committeemen, community committeemen, delegates, and 
community election board members. To be eligible to hold office as a county com- 
mitteeman, a community committeeman, a delegate, an alternate to any such 
office, or 2 member of a community election board, a person must: 

(a) Be eligible to vote in the county in which the election is held if a candi- 
date for county committeeman, and in the community in which the election is 
held if a candidate for community committeeman or delegate to the county con- 
vention or if being considered for appointment to the community election board: 

(b) Be residing in the county in which the election is held if a candidate for 
county committeeman, and residing in the community in which the election is 
held if a candidate for community committeeman or delegate to the county 
convention or if being considered for appointment to the community election 
bourd: 

(c} Not be, or not have been during the current calendar year, engaged in 
political activity as defined in § 7.29; 

(d) Not have been removed for cause as county committeeman, community 
committeeman, delegate to the county convention, or alternate to any such office, 
or as employee of any county office, or not have been removed for cause from 
any public office, or not have been convicted of any fraud, larceny, embezzlement, 
or felony, unless any such disqualification is waived by the State Committee ; 

(e) If the office is that of county committeeman, not have served on the same 
committee during part or all of each of the three immediately preceding terms 
of office of such committee other than as an alternate in the temporary absence 
of a regular committeeman. If the delegates to the 1954 county convention find 
at the time of the convention that all incumbent county committeemen have 
served part or all of each of the three immediately preceding terms, the delegates 
may, at their discretion, waive this requirement for the 1954 election with 
respect to one of such committeemen if they desire to reelect him to membership 
on the committee ; 

(f) If the office is that of community committeeman, not have served on the 
same committee during part or all of each of the three immediately preceding 
terms of office of such committee other than as an alternate acting in the tempo- 
rary absence of a regular committeeman ; 

(g) If the office is that of county committeeman, not be during his term of 
office a president, vice-president, treasurer, or secretary of a county, State, or 
national unit of any general farm organization ; 

(h) If the office is that of county committeeman, not be during his term of 
office a sales agent or employee of the Federal Crop Insurance Corporation ; and 

(i) If the office is that of county committeeman, not be during his term of 
office a marketing quota review committeeman. 

$7.16 All other personnel. (a) The county office manager must not be, or 
not have been during the current calendar year, engaged in political activity 
as defined in § 7.29. 

(b) The county office manager and other county office employees must not 
have been removed for cause as county committeeman, community committee- 
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man, delegate to the county convention, or alternate to any such office, or 
employee of any county office, or not have been removed for cause from any 
public office, or not have been convicted of any fraud, larceny, embezzlement, or 
felony, unless any such disqualification is waived by the State Committee. 

§7.17 Dual ofice—(a) County committee membership. A member of the 
county committee may not be at the same time: 

(1) A member of a community committee; 

(2) A delegate to a county convention; 

(3) The secretary to or the treasurer of a county committee; 

(4) A member of the State Committee; 

(5) County office manager or any other county office employee ; 

(6) A sales agent or employee of the Federal Crop Insurance Corporation ; 
or 

(7) A marketing quota review committeeman. 

(b) Community committee membership. A member of the community com- 
mittee may not be at the same time: 

(1) A member of a county committee; 

(2) The secretary to or the treasurer of a county committee ; 

(3) A member of the State Committee; or 

(4) County office manager. 

(c) Delegate to the county convention. A delegate to the county convention 
may not be 2 member of the State Committee. 


TERMS OF OFFICE 


$7.18 County and community committeemen. The terms of office of county 
and community committeemen and alternates to such offices shall begin on the 
first day of the month next after their election. A term of office shall continue 
for 12 months or until a successor has been elected and qualified. 

§7.19 Delegates to the county convention. The terms of office of delegates 
and alternates to the county convention shall begin immediately upon their elec- 
tion and shall continue for 12 months or until their respective successors have 
been elected and qualified. 

DUTIES 


§ 7.20 County committee. The county committee, subject to the general di- 
rection and supervision of the State Committee, and acting through community 
committeemen and other personnel, shall be generally responsible for carrying 
out in the county the agricultural conservation program, the price support pro- 
grams, the acreage allotment and marketing quota programs, and the sugar pro- 
gram formulated pursuant to the acts of Congress specified in § 7.8 and any other 
program assigned to it by the Secretary of Agriculture or the Congress. In so 
doing the committee shall: 

(a) Provide, within budgetary limitations, necessary office space, equipment, 
supplies, and services to carry out their assigned responsibilities ; 

(b) Employ the county office manager subject to standards and qualifications 
furnished by the State Committee ; 

(c) Fix the rate of compensation for all personnel in accordance with rate 
schedules approved by the State Committee ; 

(d) Direct the activities of the community committees elected in the county ; 

(e) Pursuant to official instructions, review, approve, and certify forms, re- 
ports, and documents requiring such action under such instructions ; 

(f) Recommend to the State Committee needed changes in boundaries of com- 
munities ; 

(g) Make available to the publie information concerning the objectives and 
operations of the programs directed by the county committee ; 

(h) Make available to agencies of the Federal Government and others informa- 
tion with respect to the county committee activities in accordance with instruc- 
tions issued by the Deputy Administrator ; 

(i) Give public notice of the designation and boundaries of each community 
within the county not less than 10 days prior to the election of community com- 
mittemen and delegates ; 

(j) Give public notice at least five calendar days in advance of all meetings 
of program participants, all elections of community committemen and delegates, 
and all conventions of delegates to elect county committemen ; 

(k) Recommend to the State Committee desirable changes in or additions to 
existing programs; 
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(1) Conduct such hearings and investigations as the State Committee may 
request ; and 

(m) Perform such other duties as may be prescribed by the State Committee. 

§ 7.21 Chairman of the county comnvittee. The chairman of the county. com- 
mittee shall preside at.meetings of the county committee, certify such docu- 
ments as may require his certification, and perform such other duties as may be 
prescribed by the State Committee. 

§ 7.22 Vice chairman of the county committee. The vice chairman of the 
county committee shall, in the absence of the chairman, serve as acting chairman 
of the county committee and in such capacity he shall perform such duties as 
would be performed by the chairman. 

§ 7.23 Community committee. The community committee shall: 

(a) Assist the county committee in carrying out programs assigned to it; 

(b) Inform farmers concerning the purposes and provisions of programs being 
administered in the county by the county committee ; 

(c) Assist in arranging for and conducting the necessary community meetings 
of program participants; and 

(d) Perform such other duties as may be assigned to it by the county office 
manager under the direction of the county committee. 

§ 7.24 Chairman of the community committee. The chairman of the com- 
munity committee shall preside at meetings of the community committee, and 
perforin such other duties as may be assigned to him by the county committee. 

§ 7.25 Vice chairman of the community committee. The vice chairman of the 
community committee shall, in the absence of the chairman, serve as acting chair- 
man of the community committee and in such capacity he shall perform such 
duties as would be performed by the chairman. 

§ 7.26 Delegate to the county convention. The delegate shall meet with other 
delegates in a county convention at a time and place designated by the State 
Committee and elect county committmen for the county. 

§ 7.27 County office manager. The county office manager shall: 

(a) Execute the policies established by the county committee and be respon- 
sible for the day-to-day operations of the county office; 

(b) Select the personnel of the county office in accordance with standards 
and qualifications furnished by the State Committee ; 


(c) Receive, dispose of, and account for all funds, negotiable instruments, or 
property coming into the custody of the county committee ; 

(d) Serve as temporary chairman of the convention to elect a county com- 
mittee and as counsellor to the convention on election procedures; and 

(e) Supervise, under the direction of the county committee, the activities of 
the community committees elected in the county. 


PRIVATE BUSINESS ACTIVITY 


§ 7.28 All personnel. No county committeeman, community committeeman, 
delegate, alternate to any such office, or any person employed in the county office 
shall at any time use such office or employment to promote any private business 
interest. 

POLITICAL ACTIVITY 


§ 7.29 All personnel. (a) No person who, during any calendar year, has 
held a Federal, State, or major county office filled by an election held pursuant 
to law shall be eligible during such calendar year to hold office as a county com- 
mitteeman, community committeeman, delegate, alternate to any such office, or 
a member of a community election board, or to employment as county office 
manager. 

(b) No person who, during any calendar year, has been a candidate for any 
Federal, State or major county office filled by an election held pursuant to 
law shall be eligible during such calendar year to hold office as a county com- 
mitteeman, community committeeman, delegate, alternate to any such office, or a 
member of a community election board, or to employment as county office 
manager. 

(c) No person who, during any calendar year, has been an officer or employee 
of any political party or political organization shall be eligible during such calen- 
dar year to hold office as a county committeeman, community committeeman, 
delegate, alternate to any such office, or a member of a community election board, 
or to employment as county office manager. 
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(d) The tenure of office of any county committeeman, community committee- 
man, delegate, alternate to any such office, or member of a community election 
board, or-the employment of any county office manager, shall be automatically 
terminated as soon as any such person becomes ineligible for office or employ- 
ment under the provisions of this section. 


REMOVAL FROM OFFICE OR EMPLOYMENT 


§ 7.30 County and community committeeman and members of community 
election boards. (a) Any member of a county or community committee or 
alternate to such office or any member of a community election board who be- 
comes ineligible for office under the provisions of § 7.29 or who fails to perform 
the duties of his office or who is incompetent or commits, or attempts or conspires 
to commit, fraud, shall be removed by the State Committee, or if it appears that 
he may be subject to such removal, he may be suspended by the State Committee 
pending an investigation. The State Committee may also suspend pending in- 
vestigation or remove any county or community committeeman or alternate, if 
such action is determined by majority vote of the State Committee to be neces- 
sary for the success of any program administered by the county committee. 

(b) If because of an investigation there are no members or alternates avail- 
able to serve on the county committee, the State Committee shall designate a 
person to administer the programs in the county pending the exoneration or 
removal of those under investigation, and if removed, pending the election of 
new county committee members and alternates. Any person named by the State 
Committee in such capacity shall have full authority to perform all duties regu- 
larly performed by a duly elected county committee. 

$7.31 Delegate to the county convention. Any delegate or alternate to the 
county convention who becomes ineligible for office under the provisions of 
§ 7.29 or who fails to perform the duties of his office or who is incompetent or 
commits, or attempts or conspires to commit, fraud, shall be removed by the 
State Committee. 

§ 7.32 County office personnel. Any county office manager who becomes in- 
eligible for employment under the provisions of § 7.29 or any county office em- 
ployee who fails to perform the duties of his employment or who is incompetent, 
or commits, or attempts or conspires to commit, fraud, shall be removed by the 
county committee. If the county committee fails to act promptly in any such 
case, the State Committee shall remove the person involved. The State Com- 
mittee may also remove any county office employee, when in the opinion of the 
majority of the members of the State Committee the conduct of such person ad- 
versely affects the administration of the programs in the county and the county 
committee has failed to act promptly in removing such person. 

§ 7.33 Right of appeal. Any county or community committeeman, member 
of a community election board, delegate, or county office employee who is re- 
moved from office or employment shall have the right of appeal to the State 
Committee for review of the facts, and if dissatisfied with the decision of the 
State Committee, to the Deputy Administrator. 


LEAVE 


§ 7.34 Leave. Allemployees of a county office who have a regular tour of duty 
established in advance, except temporary employees, shall be granted annual and 
sick leave with pay. A temporary employee, for the purposes of this section, is 
defined as one who serves during a continuous period of less than 90 days, on 
either a full-time or a part-time basis. Leave with pay shall not be granted to 
members of county or community committees. The county committee shall pro- 
vide for the maintenance in the county office of accurate employment and leave 
records, and shall make such records available, upon request, to the ASC State 
Committee or the Administrator, Commodity Stabilization Service, or any repre- 
sentative of such committee or officer. 

(a) Annualleave. Leave of absence with pay shall not be granted until earned 
and shall be earned at the rate of one and one quarter days for each 20 days of 
service rendered. An employee may be credited on January 1 with any unused 
leave which he may have earned during, or carried over into, the preceding year, 
provided that in no case shall the amount of leave so credited exceed 12 days. 
The amount of leave so credited may be used by the employee in addition to the 
leave earned by him during the year. 
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(b) Sick leave. Leave of absence with pay because of illness shall be earned 
at the rate of one day for each 20 days of service rendered. Leave of absence 
with pay because of illness may at the discretion of the county office manager be 
granted prior to its having been earned in an amount not to exceed 12 days during 
any one calendar year. Any leave which has been advanced shall be deducted 
from sick leave which may be earned at a later date. An employee may be 
credited on January 1 with any unused sick leave which he may have earned 
during, or carried over into, the preceding year: Provided, That in no case shall 
the amount of leave so credited exceed 36 days. 


OFFICES 


$7.35 Location. The office of the county committee shall be located in a place 
selected by the county committee subject to the approval of the State Committee. 
In selecting the location of the county office, consideration shall be given to con- 
venience to farmers, accessibility to other Federal, State, and county agricultural 
agencies, adequacy of space, and economy of operations. The State Committee 
may authorize the combination of county offices with the approval of the county 
committees concerned, or if only a few farmers are involved and it is uneconomical 
to maintain separate county offices, the State Committee may order the combina- 
tion of such offices with the prior approval of the Deputy Administrator. 

§ 7.36 Use of county office. The space, clerical, mailing, or any other facility 
of the county office shall not be used in any way to support, assist, or oppose any 
political candidate or political party or for any private business interests or for 
any other purposes not authorized in § 7.3, except that such space and facilities 
may be used, on a reimbursable basis. by the county crop insurance agent desig- 
nated by the Federal Crop Insurance Corporation in the performance of his duties 
as such agent. 


CUSTODY AND USE OF BOOKS, RECORDS, AND DOCUMENTS 


§ 7.37 Custody. All books, records, and documents used by the county com- 
mittee in the administration of programs assigned to it by the Secretary of Agri- 
culture or the Congress shall be the property of the Department of Agriculture 
and shall be maintained in good order in the county office. 

$7.38 Use. The books, records, and documents referred to herein shall be 
available for use: 

(a) At all times to authorized representatives of the Secretary of Agriculture, 
State committeemen and their employees, county committeemen, community com- 
mitteemen and employees of the county office in the performance of duties as- 
signed to them under the regulations in this subpart ; 

(b) At any reasonable time to any program participant insofar as his interests 
under the programs administered by the county committee may be affected ; and 

(c) To any other person only in accordance with instructions issued by the 
Deputy Administrator. 

MEETINGS 


§ 7.39 When. Meetings of the county or community committee shall be 
called only when necessary to the successful administration of the programs. 

§ 7.40 Call and notice. Meetings of the county committee or of any com- 
munity committee may be called by the chairman or acting chairman of the 
county committee, the county office manager, or the State Committee. Meetings 
of the community committee may also be called by the chairman of the com- 
munity committee. Each committee member shall be properly notified of any 
meeting of his committee. 

§ 7.41 Quorum. The presence of at least two members or acting members 
of any committee shall be required to constitute a quorum for the transaction 
of business of such committee. 

§ 7.42 Records. Minutes of all meetings of the county commitee and of 
participating farmers shall be kept and retained as permanent records by the 
county committee. 


DEDUCTIONS FOR COUNTY COMMITTEE EXPENSES 


§ 7.48 Deduction and notice. (a) All or such part, as the Secretary of 
Agriculture may prescribe, of the estimated administrative expenses of the 
county committee may be deducted pro rata from any payments or loans made 
to participants in connection with any program directed by the county 
committee. 
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(b) In each case where any administrative expenses are deducted, each 
program particpant bearing his share of county committee expense shall be 
apprised of the amount and percentage deducted from his payment or loan 
under such programs on account of such administrative expenses. 


SCOPE 


§ 7.44 Applicability. The regulations in this subpart shall apply to conti- 
nental United States and the Territory of Alaska. 

Done at Washington, D. ©., this 15th day of June 1954. Witness my hand 
and the seal of the Department of Agriculture. 

[SEAL] Ezra TAFT BENSON, 

Secretary of Agriculture. 

Mr. Vursetu. I have no questions. 

Mr. Wuirren. Gentlemen, I believe that will be all. 

I wish to thank you for your presentation to the committee. It has 
been a pleasure to deal with you. Along the line we may have 
differences of viewpoint, but I think for the good of agriculture and 
of all of us it is a fine thing that we can sit across the table and iron 
these things out. However, I cannot recall any real differences that 
we have had. 

Mr. Pererson. We appreciate the careful consideration of the pro- 
grams we bring up here for your consideration. 


Friary, May 4, 1956. 


LANGUAGE CHANGES 
WITNESS 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. The committee will proceed now to consideration 
of the language changes suggested by the Department. 

Mr. WuHeeEcer. There are a number of changes in language proposed 
in the budget. Some of them are of a substantive nature, and 1 would 
like to go over those briefly with the committee. 

I would also like to point out there are a great many changes that 
are not of a substantive nature but simply bring to date citations or 
changing amounts and I will not bother to comment on those because 
they are evident on their face. 


AGRICULTURAL RESEARCH SERVICE 


The first one that I would like to refer to is on page 2 of your sub- 
committee print, “Agricultural Research Service, salaries and 
expenses.” 

ACQUISITION OF AIRCRAFT 


A little below the middle of the page there is language in connection 
With operation and maintenance and the purchase of aircraft. It is 
changed to permit us to acquire 3 airplanes of which 2 shall be for 
replacement only. The additional aircraft would be used by the 
Agricultural Engineering Research Branch of ARS for research 
to develop improved equipment, information on which will be made 
available to farmers and others for aerial application of agricultural 
chemicals to control weeds, insect pests, and plant diseases. 
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As you know, airplane application of these pesticides is increasing 
rapidly and the present equipment we have is not satisfactory and is 
wasteful of material. 

The replacement is for the two aircraft that are used for developing 
technical procedures for aerial contract specifications and control 
operations on plant pest-control activities. 

As you know, we do spend several hundreds of thousands of dollars 
under contract for various of these control programs. We found that 
it pays us to have these two airplanes and operators available to help 
us set standards for the contracts and to work with the contractors to 
make sure that satisfactory results are obtained. 

Those two airplanes we are now using need to be replaced by new 
airplanes which will be safer to operate and more similar to those now 
being used by industry. 

Mr. Wuirrren. How will they be obtained ? 

Mr. Wuee er. If we are to find aircraft excess to the needs of other 
agencies of the Government which were satisfactory we could, of 
course, get them through excess property transfer. I do not believe 
we will be able to get these particular small planes through that proc- 
ess. Therefore, we will have to acquire them by direct purchase. 

Mr. Marsnatt. Might it not be cheaper to contract for the additional] 
work you have rather than purchase the planes and service them ? 

Mr. Wueeter. Well, I suppose I did not make myself clear on that. 
We do actually contract all of the spraying work. We need 1 or 2 air- 
planes equipped and manned by our own people for demonstration 
and experimental work with the contractors, and to fly with them on a 
spot basis to develop standards so we will know what is to be expected 
of the contractors when we get out the specifications. The contribu- 
tion of these two planes to the actual spraying operation would be 
very minimal. 

Mr. Wurrten. I notice in your budget estimate that $5,000 for each 
plane is the amount listed. 

Mr. WHEELER. Yes. 

RESEARCH 


Moving along now to page 3, the new language in the middle of the 
page reads as follows: 


Provided further, That not to exceed $1,550,000 shall be available for construction 
of buildings and for the acquisition of necessary land therefor by donation or 
exchange and not to exceed $75,000 for alteration of buildings, without regard to 
limitations prescribed herein. 

The first part would give us the necessary authority to construct 4 
projects which are carried in our estimates, 3 of which have been 
discussed fully under increases; namely, the National Laboratory for 
the preservation of seed stocks, $450,000; the poultry brooder house at 
Beltsville, $225,000; the laboratory for utilization research on citrus 
and other fruits and vegetables, Winter Haven, Fla., $810,000, and 
the fourth item is the building for the storage of farm equipment at 
the National Arboretum. It is necessary, since each of those exceeds 
the regular limitations, to spell them out in the language. 

T want to point out that the langnage provides for acquisition of the 
necessary land by donation or exchange. That “or exchange” is im- 
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portant because in the case of the building at Winter Haven, Fla., the 
city has agreed to provide without cost to the Government a suitable 
site for the laboratory in exchange for the present property now used 
for the citrus production laboratory which was originally donated by 
the city in the first place to the Government in 1931. We would be 
able to effect that exchange without cost, and this would give us the 
authority to release title to that land and to pick up title to the new 
land being furnished by the city. 

The request for authority for alterations in the amount of $75,000 
is justified as follows: 


Alterations : 
Connecting two small animal buildings at Beltsville, Md., to convert 
them to a chemical laboratory for animal-disease studies________ $50, 000 
Convert space no longer required for mechanical shops at Belts- 
ville, Md., to provide laboratory facilities needed for dairy nutri- 
tion research 


Total, alterations 


These alterations would not involve an increase in appropriations. 

In animal disease studies, there is urgent need for research in a relatively 
new field of study on the chemical properties of viruses causing animal diseases. 
These diseases cause tremendous losses annually. At the present time there is 
no chemical laboratory at Beltsville, Md., for such research. It is proposed, 
therefore, to make such facilities available by substantially altering and recon- 
ditioning two small brick animal buildings, 48 feet by 30 feet each, not now 
required for breeding small animals for laboratory experiments, and to connect 
the two buildings to convert them into a single structure about 48 feet by 80 feet, 
and to install necessary laboratory equipment. The alterations to the existing 
buildings require the complete refinishing of all interior surfaces to permit ready 
disinfection. 

For dairy nutrition research, there is urgent need for laboratory facilities for 
the energy evaluation of forages by means of calorimeters. The present factors 
concerning the feeding value of forages are not accurate and need to be deter- 
mined on an energy basis. This information is required for studies of the 
increased utilization of forage in the dairy-cow ration. A special laboratory is 
needed large enough to accommodate several mature dairy cows as well as to 
provide facilities for the chemical analysis of feeds and animal excreta. It is 
proposed to convert about 6,900 square feet of space at Beltsville no longer 
required for mechanical shops. The space is convenient to the present dairy 
nutrition research facilities. The alterations would include installing a num- 
ber of permanent partitions, extensive changes in floors and interiors of outside 
walls to provide for air conditionsing, installing a fire-proof staircase, an elevator 
to move items between floors, electric circuits, plumbing for water, gas, vacuum 
and compressed air, and other items, 


PAYMENTS TO STATES, HAWAIT, ALASKA, AND PUERTO RICO 


The next one that needs comment appears on page 10. The lan- 
guage for payment to the States, Hawaii, Alaska, and Puerto Rico 
for the Office of Experiment Stations is considerably revamped and 
consolidated because of the passage of the amendment to the Hatch 
Act, which consolidated the long series of individual authorities which 
eae served as the basis for this appropriation. So, to substi- 


tute for listing each of the acts which, incidentally, were repealed 
by this new one, the language will be quite brief and will simply refer 
to the carrying into effect the provision of the Hatch Act as amended 
by the act approved August 11, 1955. 

In the course of streamlining this language, though, I ought to 
point out to you one difference in authority. You will recall under 
the earlier language there was a restriction written in the appropria- 
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tion in connection with sections 9 and 11 of the Bankhead-Jones Act, 
title I, which stated: 

No part of which latter amount shall be used for beginning construction of any 
building costing in excess of $15,000. 

Under the new language, we do not propose to carry that limitation, 
for this reason: actually to carry the limitation would be more re- 
strictive since there is now simply a lump sum appropriation. It 
would be more restrictive than the old one. Under the old language, 
appropriations under certain of the acts were available for construc- 
tion outside of that limitation. But I think the more important rea- 
son is that the State experiment stations under practices of long stand- 
ing primarily use their own funds for the construction and repair of 
buildings, and use the Federal funds for the operation of specific 
research projects. Such Federal funds as have been used for build- 
ings have been used for minor construction, alterations, and repairs 
incident to carrying out these research projects, and they have not 
been used for major general purpose research structures. Those have 
been erected with State funds. 

During the last 5-year period an average of only seven-tenths of 1 
percent of the Federal funds provided under the Hatch, Adams, ud 
sell, and title I of the Bankhead-Jones Act, were used for land and 
structures, and the average expenditures for these purposes was less 
than $2,000. So we feel that restriction re ally is not necessary, and 
if inserted would really be more restrictive than originally intended. 


Sor CONSERVATION SERVICE 


The next change that I would like to comment on appears on page 
41 under the appropriation item for flood prevention. At the bottom 
of the page the proviso inserted by the committee last year is deleted 
because it is permanent legislation. 

The next one is on page 45. Here there is an entirely new appro- 
priation item which appears as new language in this bill for the water 
conservation and utilization projects. It is patterned after language 
carried in previous appropriations as explained to you just this after- 
noon. It is necessary to reinstate an appropri: ation for these projects 
since the unexpended balances are not sufficient to carry on the work 
that is planned. 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


On page 49 I would like to point out that there is some language 
starting at the fourth line from the bottom that can be deleted be- 
cause section 502 of the Agricultural Act of 1954 makes the same 
stipulation as permanent legislation. ‘That language is as follows 

* * * and formulated on the basis of the distribution of the funds available 
for payments and grants among the several States in accordance with their 
conservation needs as determined by the Secretary, except that the proportion 


allocated to any State shall not be reduced more than 15 percent from the dis- 
tribution for the next preceding program year. 


Those exact words are carried as permanent legislation in the Agri- 
cultural Act of 1954. 


— | 


— ee se 


7. 
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There is another provision in the same category on page 51 which 
would be deleted for the very same reason, right about the middle of 
the page. There is this phrase: 

Provided further, That in carrying out the 1957 program the Secretary shall give 
particular consideration to the conservation problems on farmlands diverted 
from crops under acreage-allotinent programs. 

The retention of either, or both of those, would cause no difficulty. 
[ simply point them out as items that could be deleted in the interest 
of shortening the language. 


TECHNICAL ASSISTANCE FROM OTHER AGENCIES 


Now, there is a substantive change on page 51; the insertion after 
the 5-percent transfer provision of the following words: 

* * * and in addition, not to exceed 1 per centum may be made available to any 
other Federal, State or local public agency for the same purpose and under 
the same conditions. 

Mr. Wuirren. If we add your language, would it have the effect 
of making the whole section subject to a point of order? 

Mr. Wueeter. I do not think that it would have any effect upon 
the point-of-order status. 

Mr. Chairman, the purpose of this provision is to enable ACP to 
get technical assistance from other agencies. I want to stress as 
much as I can that it will not affect the primary role of the Soil Con- 
servation Service in furnishing technical assistance to the ACP pro- 
grams wherever they are located and able to do so. But some prac- 
tices relating to forestry, particularly, do not ordinarily come under 
the scope of Soil Conservation Service responsibility. It would be 
very helpful to get technical assistance, particularly from State for- 
estry departments, county engineers, technicians in the irrigation and 
drainage districts, and others where by virtue of location, or the 
subject matter, the Soil Conservation Service is not in a position to 
render the service. We are getting cooperation from these other 
agencies to some extent, but I think they are faced with somewhat the 
same situation that led to the 5-percent provision in the first place. 
If we are able to make funds available, we will be able to get more 
and better scheduled services. 

Now, last vear I think we erred in our effort to get this same thing 
by including it within the 5-percent provision. This year we have left 
the 5-percent provision strictly the same and have added this idea as 
an additional authority which we might call a 1-percent provision. 
However, since both the 5-percent and the 1-percent provisions are 
appliea county by county it necessarily follows that in no year wili 
there be a total of 6 percent withdrawn from programed funds for 
these purposes because, as Mr. Williams explained a little earlier, some 
counties have need for technical services and some do not. Asa matter 
of fact, even with the addition of this 1-percent provision probably the 
total would still be less than 5 percent actually so used. 
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AGRICULTURAL MARKETING SERVICE 
MARKETING RESEARCH AND SERVICE 


_ The next item is on page 58. This is the first of three similar situa- 
tions where we request the deletion of the “not less than” provision that 
was put in the bill last year. 

Specifically the provision is as follows: 

Provided, That not less than $250,000 of the funds contained in this appropriation 
shall be available to gather statistics and continue a special study on the price 
spread between the farmer and the consumer. 

The request for the deletion of that is based solely and exclusively on 
the proposition that we are planning to spend that much or more. As 
a matter of fact, in this case under the 1957 budget, approximately 
$350,000 is budgeted. ; 

We believe the committee very effectively made its point in inserting 
the language last year. We intend to continue to follow through with 
that type of work. If the provision were deleted so as to no longer 
make it necessary to carry a separate account throughout the account- 
ing system it would simplify things to that extent. 

Again I emphasize that under the 1957 budget we have budgeted 
$350,000 for that particular work. 

Mr. Wurrren. Mr. Wheeler, on that point, I have had so much 
trouble through the years trying to get this information that my rec- 
ommendation would be that the language be retained, in which case 
I think it should be to continue the gathering of statistics. I think 
the Department is entitled to continue to make such changes as might 
be necessary to take off any pointing of the finger at the Department. 


I think it would be well until this thing gets better set to keep it in the 
language. 
(Discussion off the record.) 


Foreign AGRICULTURAL SERVICE 


Mr. Wneeter. The next item is on page 77. 

Here again the proviso that— 
Not less than $250,000 of the funds contained in this appropriation shall be 
available to obtain statistics and related facts on foreign production and full and 
complete information on methods used by other countries to move farm com- 
modities in world trade on a competitive basis— 
is suggested for deletion for the same reasons that I discussed a mo- 
ment ago. 

Under the 1957 budget we have budgeted $400,000 for that work. 
That decision of course is one for the committee to make. 

(Discussion off the record.) 


EXTENSION OF COURTESIES TO REPRESENTATIVES OF FOREIGN COUNTRIES 


Mr. Vurse.u. I notice there the words: 
And extending courtesies to representatives of foreign countries, $3,610,000. 


Mr. Wueeter. Yes,sir. I was going to come to that next. 
Mr. Wuirren. Off the record. 
(Discussion off the record.) 
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Mr. Wueeter. The $3,610,000 of course is the total appropriation. 
The amount for extending courtesies to representatives of foreign 
countries has to be read with the language up in the seventh line. Let 
me read it the way it would read with this other proviso deleted. 

Incidentally, if that is put back in we will have to rearrange that 
a bit. 

It would read as follows: 

Including not to exceed $25,000 for representation allowances and extending 
courtesies to representatives of foreign countries. 

Mr. Voursetu. I think that would be a reasonable amount. 

Mr. Wueeter. Let me explain that recommendation. You will 
notice that the $20,000 for representation allowances is increased to 
$25,000 and the phrase added— 


and extending courtesies to representatives of foreign countries . 


The purpose of that is to make a modest amount of this representa- 
tion allowance further available for use by the Secretary and several 
of his top staff members for use in the United States in extending 
courtesies to representatives of foreign governments. The funds for 
representation allowances are used primarily by agricultural attachés. 

The increase in limitation would also permit making modest rep- 
resentation allowances to marketing specialists of the Department who 
are engaged in the development and promotion in foreign countries of 
foreign markets for agricultural commodities. 

In addition we would also be able to use the money to extend cour- 
tesies to representatives of foreign countries in the United States. It 
is the custom in foreign countries for official Government representa- 
tives to arrange for dinners , receptions, and other types of hospitality 
for visiting officials from this Department. In accordance with this 
international practice, officials of the Department are expected to ex- 
tend similar courtesies to representatives of foreign governments 
when they visit the United States. Extension of courtesies of this 
nature helps to establish conditions which permit the most effective 
working relationships and is essential to the successful accomplish- 
ment of the objectives of the Department’s foreign agricultural work. 

Expenses under this provision would be authorized by the Secre- 
tary or Acting Secretary, the Assistant Secretary for Marketing and 
Foreign Agriculture, and the Administrator, Foreign Agricultural 
Service. 

I might say that other agencies of Government which have foreign 
operations comparable to what we now have do have modest authori- 
ties of this kind. We feel that the Secretary should have similar 
authority. 

(Discussion off the record. ) 


OFFICE OF THE SECRETARY 
UNIFORM ALLOWANCES 


Mr. Wuereter. The next change is on page 122, the insertion in the 
seventh line from the top of the following words: 


Uniforms or allowances as authorized by the Act of September 1, 1954, 
as amended. 


That simply puts into the annual appropriation act language which 
was provided for the current fiscal year in the Supplemental Appro- 
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priation Act, 1956, to authorize uniform allowances under the amend- 
ment to the original act of September 1, 1954. While it appears as 
new language here it is simply a continuation of the language or 
authority granted to us in a supplemental appropration act for this 
yeal 

The language covers nurses and two chauffeurs in the Office of the 
Secretary. 

You will recall the original act provided for uniform allowances 
where regulations were already in existence at the time that the act 
was passed. It was the fact that in a number of departments, in- 
cluding our own, there were other individuals who by word of mouth, 
order, and custom were required to wear uniforms but were not 
covered by the original act because there were no written regulations. 
So Congress amended the act to in effect cover that class of person. 
That is the reason for this language. 


La MITATION ON ADM INISTRATIVE IXPEN SES. ( ‘OMM( DITY CREDIT 
(CORPORATION 


NIFORM ALLOWANCES 


The next item is on page 153, a limitation on administrative expenses 
of the CCC. 

Starting on line 5 there are these words: 
including uniforms or allowances therefor as authorized by the act of September 
1, 1954, as amended. 

The explanation there is exactly the same as I just cited for the 
language for the Office of the Secretary, and it involves three nurses 
in the Commodity Credit Corporation offices. 

Mr. Warrren. Where you pay allowances therefor it might be 
appropriate, but the committee would want to be assured that the 
recipients of the allowances therefor are required to wear a uniform. 


Mr. Wueevrr. Yes, sir; they are now required to do so, by written 
regulation. 


EXPANSION OF SALES PROGRAM 


Starting on line 7 is the deletion of another of these provisos, as 
follows: 

Provided further, That $1,000,000 of this authorization shall be available only 
to expand and strengthen the sales program of the Corporation pursuant to 
authority contained in the Corporation's charter. 

Mr. Wuirren. On that item, I might be willing to strike that lan- 
guage out, and also strike out all appropriations to pay these people, 
if they are not going to sell. We have an appointment with them at 
3 o'clock this afternoon. If they are not going to perform I do not 
know whether they need the $1 million ora whole lot of other things 
we have in here. 

Mr. Wueeter. Of course, we have testified on the performance of 
the sales staff. I realize that you are going into a particular aspect 
of it after I finish this. 

Mr. Wuirten. I should not belabor you with it, but the information 
coming to me, which we will clear up later, is that they have estab- 
lished ceilings over the world production and over the international 
cotton merchants, who seem to be their advisers. If that be true, there 
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are only two things left to do. One is to strike out the money. ‘There 
is no need to pay them if someone will not let them sell. The other 
is to prevent the control of the acreage of any American farmer with 
regard to any commodity which I mentioned before—where the 
Department refused to keep the commodity offered in world trade for 
sale on a competitive basis. 

Both of those are drastic, but the conditions we have are drastic. 
| mention it here only to point it out. That is not something to take 
up with the Budget Office, but with the appropriate people when they 
are before us. 

Mr. WHEELER. Yes, sir. 


SUBSTITUTION OF A PERCENTAGE FIGURE FOR A FIXED FIGURE IN THE RESERVE 


The final change on page 153 that I want to comment on starts on the 
12th line. 

Provided further, That not less than 6 per centum of this authorization shall be 
placed in reserve to be apportioned pursuant to section 3679— 

and so forth. That is the substitution of a percentage rather than a 
fixed figure in the reserve 

This committee has agr eed for a number of years to the insertion of 
a reserve authorization here, recognizing the extreme difficulty of 
estimating CCC administrative expenses ‘this far in advance. Here 
again we are suggesting such a reserve authorization, 

Six percent, incidentally, would yield $1,860,000. As was testified 
to when the Commodity Stabilization Service witnesses were here by 
virtue of the extension of the special school-milk program, we already 
have immediately upon us the need to use approximately $700,000 of 
that reserve which could not be foreseen at the time the budget was 
printed. 


REIMBURSEMENTS TO ComMmopity CREDIT CORPORATION 


Page 159—I believe these remaining ones are fairly self-evident. 
They” represent, Mr. Chairman, apparently new language, although 
not new items, grouping together some of these reimbursements to the 
Commodity Credit Corpor: ation for such things as foot-and-mouth 
(lisease eradication, special brucellosis program, and so forth, and 
deletion of similar language carried in this year’s bill. 


GENERAL PROVISIONS 
LIMITATION ON ACQUISITION OF AUTOMOBILES 


[ believe that brings us finally to the general provisions. I want to 
comment very briefly on one of them, and that is on page 187, section 
OL, 

Section 501 establishes a limitation on the number of passenger 
motor vehicles which the Department may purchase and use in the 
field in 1957. The budget document proposed that 778 vehicles be 
acquired, and of this number 133 applied to the Forest Service and 645 
relate to agencies of the Department which appear before this com- 
mittee. Of the 645 proposed for acquisition, 622 would be replace- 
ments, and 23 would be purchased without exchange of old vehicles, 

72013—56—pt. 442 
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for use by the Agricultural Research Service in carrying out its 
expanded program proposed for 1957. 

To make a longer story short, I suggest I insert in the record a 
breakdown of the 23 additional vehicles, showing the type of work on 
which they would be needed. By far the greatest share of them would 
be needed in connection with the hydrological and soil-and-water man- 
agement research, which requires extensive field travel to projects and 
cooperating farms, where we have an increase of about $1 million in 
the budget. 

(The information referred to is as follows :) 


The 1957 budget estimates propose the purchase of 23 additional passenger 
motor vehicles in the Agricultural Research Service. 


ADDITIONAL VEHICLES 


There is urgent need for 23 additional passenger motor vehicles for use in 
connection with increases for research recommended for fiscal year 1957. They 
are required for the following lines of work : 


Foundation seed work for travel to farms in the State of Washington to ar- 
range grower contracts and to supervise production 

Plant introduction work for travel chiefly in northern Mexico 

Surveys and observations of infestations of grassland insects requiring ex- 
tensive travel in the Midwest 

Hydrologie and soil-and-water management research necessitating extensive 
field travel to projects and to cooperating farms____-_----___-_-____--_-_ 

Farm machinery investigations in connection with pasture development re- 
quiring travei to farms in the Southeast and Great Plains regions 

Studies to reduce chore labor in livestock production for travel to farms in 
Oregon and California 


Research on livestock parasites for travel to farms in Louisiana and North 
Carolina 


Present passenger motor vehicles are needed for current research, control, and 
regulatory programs. The use of trucks for the travel needed for these programs 
would not be satisfactory, and the requirement that scientific personnel use 
their own cars, which are needed for family use, or to drive trucks over long 
distances would create problems in retaining personnel. 


I would like also to place additional statistics in the record on the 
need for the replacements that we have requested. Congress has 
cooperated with us very well in the last several years in the matter of 
getting our automobiles on a sound management basis. We still 
have some backlog of vehicles that should be replaced. The figures 
definitely demonstrate that the standards for replacement do pay off, 
both in lower operating cost and maintenance cost, and we hope that 
you will again go along with this replacement figure, wich, inci- 
dentally, is only about half of the total number that would ‘e eligible 
under the GSA standards. 

(The statistics referred to on replacement of vehicles in the Depart- 
ment of Agriculture is as follows:) 


Of the 3,684 passenger vehicles on hand in the United States, Territories, and 
possessions as of June 30, 1955 (which excludes 20 units in foreign countries 
for which data is not available), 1,783 units or about 48 percent will be eligible 


for replacement during the 1956 fiscal year in accordance with established 
standards as follows: 


Age only (6 years or older) 582 units or 16 percent 
Mileage only (60,000 or more) 269 units or 7 percent 
Both age and mileage 932 units or 25 percent 


1,783 units or 48 percent 





2063 


After making the replacements authorized for the 1956 fiscal year (718 units, 
18 of which are not subject to limitation), there will remain on hand as of June 
30, 1956, about 1,065 units which will be eligible for replacement. In addition, 
it is estimated that about 325 other units will become eligible for replacement 
during the 1957 fiscal year, making a total of 1,390 units eligible for replace- 
ment. during fiscal year 1957. 

Operating data for the Department vehicles shows that our utilization and 
cost figures compare favorably with the governmentwide averages. Our average 
annual mileage for automobiles for the 1955 fiscal year—an indication of uti- 
lization—was 12,341 miles per vehicle, which is somewhat better than the 
average of 11,603 miles per vehicle for the civilian agencies as a whole, and 
considerably in excess of the 10,000-mile figure representing the point below 
which the need for an automobile may be questionable. 

During the past 5 fiscal years we have reduced our passenger-vehicle inven- 
tory by a total of 641 vehicles through improved utilization, and an additional 
15 vehicles were transferred to the Denver interagency motor pool. This, to- 
gether with the replacements authorized in the past 2 years, has enabled a 
reduction in the average age of our passenger vehicles (5 years to 4.7 years 
during fiscal year 1955). We feel this is largely responsible for a reduction in 
operating and maintenance costs from 3.30 cents per mile in 1954 to 3.21 cents 
per mile in the 1955 fiscal year. This reduction was achieved even though com- 
mercial repair services and operating supply costs were generally rising. 

While progress has been made in lowering operating cost, better utilization, 
and inventory reduction, the number of passenger-vehicle replacements author- 
ized for the past several years has not been sufficient to permit replacement in 
accordance with prescribed standards. Since vehicle operating and mainte- 
nance costs tend to increase proportionately more after a vehicle reaches the 
standard replacement age or mileage, we feel that it is definitely in the interests 
of economy and efficiency to maintain a replacement schedule that will avoid 
these higher costs. 


Mr. Wuirren. You do not have any place where you raise the civil 
service or pay status of any of these employees ? 

Mr. Wueeter. No, sir. 

Mr. Wuirren. Off the record. 

( Discussion off the record. ) 

Mr. Wueeter. Mr. Whitten, if I could take about 2 minutes more, 
then it would dispose of these last few items. 


AGRICULTURAL RESEARCH SERVICE 
TRANSFER OF FUNDS FROM THE DEPARTMENT OF THE INTERIOR 


I would like to file for the record and comment briefly on a request 
to add $39,400 to the appropriation for research in the Agricultural 
Research Service, which represents a transfer of funds from the De- 
partment of the Interior bill. 

The House Appropriations Committee report on the Department 
of the Interior last year directed “a study be made as to the feasi- 
bility of transferring the Squaw-Butte Experimental Station of the 
Department of Agriculture.” In response to that request we have 
worked out an agreement with the Department of the Interior whereby 
the research work being conducted at that station and the facility 
itself will be transferred to the Department of Agriculture’s agricul- 
tural research program. The final agreement came too late to be in- 
cluded in the Budget document itself. I have a letter from the 
Bureau Director addressed to Mr. Kirwan concurring in this transfer 
of funds, and the identical amount has been deleted from the Depart- 
ment of the Interior bill. 
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The statement referred to is as follows: 


STATEMENT OF JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
UNITED STATES DEPARTMENT OF AGRICULTURE ON REQUEST FOR TRANSFER OF 
$39,400 FroM THE DEPARTMENT OF THE INTERIOR AND RELATED AGENCIES APPRO- 
PRIATION BILL TO THE DEPARTMENT OF AGRICULTURE AND FARM CREDIT ADMIN- 
ISTRATION APPROPRIATION BILL, FOR SQUAW BuTTE-HARNEY RANGE AND LiIVE- 
STOCK EXPERIMENT STATION 


In its report on the 1956 Department of the Interior and related agencies 
appropriation bill, the House Appropriations Committee (H. Rept. No. 239, 
dated March 21, 1955) stated, in connection with the committee’s’ action on the 
estimates for the Bureau of Land Management, as follows: 

“The committee directs that a study be made as to the feasibility of trans- 
ferring the Squaw-Butte Experimental Station to the Department of Agricul- 
ture. The work at this station parallels research activities of the Forest Service 
and possibly should be integrated with that program.” 

As a result of this request representatives of the Department of the Interior 
and of this Department have thoroughly reviewed the matter and recommended 
the transfer of the Squaw Butte-Harney Range and Livestock Experiment Sta- 
tion to the Department of Agriculture, effective July 1, 1956. This recommen- 
dation is set forth in the attached copy of a letter dated January 13, 1956, from 
the Assistant Secretary of the Interior to Hon. Michael J. Kirwan, chairman 
of the Subcommittee on the Department of the Interior and Related Agencies 
Appropriations, which has been concurred in by the Department of Agricuiture. 
There is also attached a copy of a letter from the Director of the Bureau of the 
Budget, dated January 11, 1956, also concurring in the recommendation for the 
transfer of the station. 

The research program now being conducted in the Squaw Butte-Harney Sta- 
tion, located near Burns, Oreg., consists of an integrated livestoek, forage, and 
range research program similiar to the type of work now being conducted by 
the Agricultural Research Service at other locations. The station is located 
in an area fairly typical of about 60 million acres of rangeland lying in south- 
eastern Oregon, southwestern Idaho, northwestern Utah, northern Navada, and 
northeastern California. The livestock-forage-range research program being 
conducted and planned is extremely important to range cattle producers, land- 
owners, and public land administrators within the service area of the station. 
Range cattle producers, owning 600,000 to 700,000 breeding cows within the sta- 
tion’s service area, need the results of such research in improving the productive 
efficiency of their range cattle, the amount and quality of winter feed produced 
on their native meadows and the amount and quality of range forage produced 
on their ranges. Public land officials, especially the Bureau of Land Management 
and the Forest Service, need the results of the research currently underway and 
planned at Squaw Butte to provide a sound basis for the formulation of their 
land-management policies and programs. Within the area of which the station 
is typical, there is no other research station on similar type range or meadow 
land presently or potentially able to conduct the kind of research program being 
carried out now or planned at the Squaw Butte-Harney Station. The only 
research station on somewhat similar range and involving somewhat similar 
meadow land is the United States Sheep Experiment Station, Dubois, Idaho. 
Here the Agricultural Research Service and the Forest Service are conducting 
grazing management studies with sheep. Rangelands at this station, however, 
are fully utilized by sheep and opportunities do not exist in the foreseeable 
future for cattle-grazing studies. 

This station, started in 1935, has headquarters in the Post Office Building, 
Surns, Oreg., and is operated in cooperation with the Oregon Agricultural 
Experiment Station. As presently constituted, the physical plant is made up of 
the following property: 

(1) Squaw Butte experimental range, federally owned, 48 miles west of 
Burns, includes the following: 16,265 acres of rangeland, of which 13,865 acres 
are federally owned withdrawn public lands, and 2,400 acres are county and 
State owned under lease to Oregon State College; 22 buildings for quartering 
personnel, livestock, equipment, and supplies; 58.5 miles of fence; and roads, 
pipelines, and federally owned equipment and machinery. 

(2) Section 5, State-owned, 7 miles southeast of Burns includes 660 acres of 
native flood-irrigated meadow, fences, buildings, State-owned equipment and 
machinery, and feed supplies. 
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(3) A beef-cattle herd, State-owned, made up of approximately 164 breeding 
cows and 2-year old heifers, 129 yearlings, and 8 bulls. 

Federally and State-owned portions of the Squaw Butte-Harney Station are 
operated as a single unit under supervision of a superintendent jointly emnloved 
by the Bureau of Land Management and Oregon State College. The unit pro- 
vides a year-round experimental cattle operation with Squaw Butte ranges 
providing grazing for spring, summer, and fall, and section 5 providing late 
fall grazing and producing hay for winter feed. 

In view of (a) the need for continuation of the research program at this station 
and (b) the desire of the Department of the Interior to transfer this station since 
that Department is primarily an operating and not a research agency, it i's pro- 
posed to transfer this station, personnel, land, buildings, and other property to 
the Agricultural Research Service of this Department, effective July 1, 1956. 
The Department of Agriculture will continue the cooperative research program 
now under way with the Oregon State College. 

The 1957 budget includes $39,400 under the Bureau of Land Management for 
this station. The House Committee on Appropriations in its report on the Denart- 
ment of the Interior and related agencies appropriation bill, 1957 (House Rept. 
No. 1772, p. 3) stated : 

“In making the reduction in the budget estimate the committee has eliminated 
$39,400 which was programed for the operation of the Squaw Butte Experiment 
Station which is to be transferred to the Department of Agriculture in accordance 
with the agreement developed between the two agencies.” 

In view of the deletion of the funds for this station in the House bill for the 
Department of the Interior it is requested that the amount of $39,400 be added 
to the estimate for the appropriation “Salaries and expenses, Agricultural 
Research Service, Research’ under which this work will be financed in the 
future. 

UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 138, 1956. 
Hon. MIcHakEL J. KIRWAN, 
Chairman, Subcommittee of the Committee on Appropriations, 
House of Representatives, Washington, D.C. 


My Dear Mr. Kirwan: The House Appropriations Committee Report No. 239 
on the Department of the Interior and related agencies appropriation bill, fiscal 
vear 1956, contained the following passage in reporting upon the budget estimate 
for the Bureau of Land Management : 

“The committee directs that a study be made as to the feasibility of transferring 
the Squaw Butte Experimental Station to the Department of Agriculture. The 
work at this station parallels research activities of the Forest Service and 
possibly should be integrated with that program.” 

Pursuant to this directive. investigations were undertaken soon after the 
release of report No. 239 on March 21, 1955, and have now been completed. It is 
the purpose of this letter to convey to you the results of such investigations and 
my recommendations based thereon. 

For your information I would like to sketch briefly the background of the 
situation which has led to the House committee’s directive. The Squaw Butte- 
Harney Range and Livestock Experiment Station, located near Burns, Oreg., was 
established in 1936 in cooperation with the Oregon State College for the primary 
purpose of obtaining technical information required in the proper management 
of the public-land ranges under the jurisdiction of this Department. The station 
includes approximately 16,000 acres of withdrawn public land, appurtenant build- 
ings, personal property, a winter office at Burns, Oreg., and the research staff 
of 5 employees. The station range is typical of extensive areas in the lower 
rainfall belts of southeastern Oregon, northeastern California, northern Nevada, 
and southwestern Idaho. 

Oregon State College owns and operates a herd of beef cattle used in the range 
experimental work at the station. The college also owns about 640 acres of 
meadowland situated near Burns which produces hay and pasture for the main- 
tenance of the livestock during the period that the station range is closed to 
grazing. This type of meadowland is widely distributed in this area and is the 
nucleus of headquarters ranch holdings. 

The Bureau’s interest lies in those operations on the Federal range at Squaw 
sutte Station used as an experimental range to determine proper range manage- 
ment and improvement practices, such as best season of use, measurement of for- 
age production, proper grazing utilization, eradication of undesirable plants, ef- 
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fective reseeding practices, and species of grasses and legumes best suited to re- 
seeding this type of range. The college has primary interest in investigations 
relating to livestock herd improvement and management, and use of chemical 
fertilizers in improving quality and production of meadow lands. 

It is generally recognized that the range environment represented by Squaw 
Butte is peculiar to the type of country in which it is situated and is not duplicated 
by other range stations now operated by the Department of Agriculture. The 
station was established in the first instance because it would provide a source 
of basic range-management data vital to this Bureau in its administration of the 
public land ranges under its jurisdiction. The continued operation of the station 
along the lines originally conceived is therefore regarded as essential. The 
Bureau of Land Management, however, is primarily an operating and not a re- 
search agency, and after careful study it is our conclusion that further Federal 
participation in the station should be undertaken by a recognized research organ- 
ization such as is available in the Department of Agriculture. 

During our investigations I wrote Secretary Benson on July 21 requesting his 
reaction to the proposed transfer of the Squaw Butte Station to the Department 
of Agriculture. Responding on August 11, Acting Secretary True Morse indicated 
the desirability of considering the matter further, leading to a recommendation 
to the Congress in connection with the submission of the budget for fiscal year 
1957. It is my understanding that as a result of Department of Agriculture staff 
investigations a report was prepared recommending that Squaw Butte Station 
be transferred to the Department of Agriculture and that the transfer be made 
effective July 1, 1956. It is my further understanding that the feasibility of trans- 
ferring the Squaw Butte Station to the Department of Agriculture has beeu 
discussed with Oregon State College officials who have indicated their concur- 
rence. Furthermore, cooperative relationships between Oregon State College 
and the Federal Government are to be continued by appropriate arrangements 
with the Department of Agriculture. 

The transfer has been discussed with the Bureau of the Budget during the 
hearing on the Bureau of Land Management’s 1957 budget request on October 6, 
1955. Bureau of the Budget officials, therefore, have been apprised of the details 
of the transfer and have indicated that no difficulty should arise in an interde- 
partmental transfer of the appropriations base heretofore credited to this Depart- 
ment. Both departments are now prepared to complete the mechanics of the trans- 
fer, which would include a public land order transferring jurisdiction of the public 
land used in connection with the station and the property and personnel which 
complete the establishment. 

It is my recommendation that the Squaw Butte Station be transferred to the 
Department of Agriculture, effective July 1, 1956. 

Sincerely yours, 
WEsLEY A. D’Ewart, 
Assistant Secretary of the Interior. 

January 23, 1956: I concur. 

EK. L. PETERSON, 
Assistant Secretary of Agriculture. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., January 11, 1956. 
The honorable the SECRETARY OF THE INTERIOR. 


My Dear Mr. Secretary: This will acknowledge Mr. Beasley’s letter of Decem- 
ber 27, 1955, enclosing for our consideration the report relating to the Squaw 
Butte Station, Oregon, which you, with the concurrence of the Secretary of Agri- 
culture, propose to submit to the chairman of the Senate and House Appropria- 
tions Committees. 

It is noted that since the issuance of House Committee Report 239, 84th 
Congress, discussions have been held between representatives of the two depart- 
ments and that it is mutually agreeable to transfer this station to the Depart- 
ment of Agriculture. 

You are advised that this Bureau concurs in the recommendation contained 
in the report. 

The papers accompanying Mr. Beasley’s letter are herewith returned. It is 
assumed that after signature by you and the Secretary of Agriculture, copies of 
the report will be furnished for our files. 

Sincerely yours, 


ROWLAND Hu@ues, Director. 
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Acency, DEPARTMENT, AND Bupcer Bureau Requests ror 1957 


Mr. Wurrren. I think it might be well for you to supply for the 
record on each appropriation and subappropriation the amount re- 
quested by the a officials of the Secretary and the amount 
approved by the Secretary for submission to the Bureau of the Budget. 
If you have no such table available, I wish you would supply it for the 
record. 

Mr. Wuee er. I will supply it. 

(The information follows :) 


Agency, Department, and budget estimates, 1957 


[Nots.—Amounts for Agency estimates include Pay Act costs on 1957 increases applicable to the 
Department estimates and Agency and Department estimates are adjusted for comparability with the 
appropriation structure proposed in the 1957 budget estimates] 


! | 

| Increase (+-) 
| or decrease 
(—) budget 
estimates 

1957 com- 
pared with 
Department 
estimates 

1957 


; 
Agency Department | Budget 
estimates estimates | estimates 
1957 1957 | 1957 


Agency or item 


Annual appropriations for regular activities: 
Agricultural Research Service: 
Salaries and expenses: 
Research 
Plant and animal disease and pest 
control 
Meat inspection. -- 


$48, 812,000 | $42,917,000 | $42,915, 000 
| 


21, 200, 000 | 
15, 745, 000 | 


1 22, 266, 700 
15, 895, 000 


1 21, 200, 000 
15, 745, 000 
79, 862, 000 | 
27, 753, 708 | 


79, 860, 000 
27, 503, 708 | 


86, 973, 700 
30, 753, 708 


Total, salaries and expenses ---...- 
Payments to States -_----- cas ae lane 
Foot-and-mouth and other contagious | 

diseases of animals and poultry— 
research 
Animal disease laboratory facilities. --_- 


—250, 000 


3, 993, 000 | 











Total, Agricultural Reserch Service_.| 124, 320, 408 


111, 608, 708 | 111, 356, 708 


Extension Service: 
Payments to States 53, 025, 000 49, 365, 000 


49, 115, 000 





Federal Extension Service: 
Administration and coordination_-. 
Penalty mail for cooperative exten- 

sion agents 


2, 065, 000 2, 065, 000 
1, 800, 000 


1, 650, 000 
3, 865, 000 3, 715, 000 


~ 56, 890,000 | 53, 080, 000 
535, 000 477, 000 | 


2, 065, 000 


Total, Federal Extension Service. 
52, 830,000 | 
477, 000 
Forest Service: 
Salaries and expenses: 
National forest protection and 


management -_-_-......-- di selete tao iipnanl 
Fighting forest fires - - 
Control of forest pests.........--.-- 
PUI oo a sss tna wine iace 


Total, salaries and expenses- ----- 
Forest roads and trails. ..........---..- 
State and private forestry cooperation 


Cooperative range improvements-_.---.-| 


Total, Forest Service_.......--.-- 


Soil Conservation Service: 
Conservation operations 
Watershed protection 
Flood prevention 
Water conservation 

projects 


and utilization 


Total, Soil Conservation Service - --.-- 
Agricultural conservation program. -.....-.- 


See footnotes at end of tabie. 


2 43, 693, 000 
5, 250, 000 
6, 271, 500 
9, 631, 000 
64, 845, 500 
24, 000, 000 
11, 385, 000 
700, 000 


100, 930, 500 


2 42, 038, 000 


5, 250, 000 | 
5, 122, 000 | 





9, 006, 000 


61, 416, 000 | 


24, 000, 000 


11, 385, 000 | 
700, 000 | 


97, 023, 000 | 


41, 668, 000 
5, 250, 000 


5, 120, 000 | 


8, 900, 000 
60, 938, 000 
24, 000, 000 
11, 385, 000 

700, 000 





68, 865, 000 
17, 250, 000 
11, 500, 000 


332, 000 | 


97, 947, 000 
250, 000, 000 


97, 501, 000 | 


65, 315, 000 
16, 000, 000 
11, 000, 000 


232, 000 


92, 547, 000 
225, 000, 060 


| 


65, 215, 000 


16, 000, 000 
10, 700, 000 


232, 000 


92, 147, 000 
225, 000, 000 


"= 2, 000 








PEL ee ee ig ee he ee 


as 





2068 


Agency, Department, and budget estimates, 1957—Continued 


{[NoteE.—Amounts for Agency estimates include Pay Act costs on 1957 increases applicable to thy 
Department estimates and Agency and Department estimates are adjusted for comparability with th 
appropriation structure proposed in the 1957 budget estimates] 


| 

| | Increase (+ 
| or decrease 
(—) budget 
| Department Budget estimates 


Agency 
1957 1957 1957 pared with 
Department 
estimates 
1957 


Agency or item estimates estimates | estimates | 1957 com- 
| 
| 


Annual appropriations, ete.—Continued 
Agricultural Marketing Service 
Marketing research and service: | | | 
Marketing research and agricul- 

tural estimates a ee, 000 | $12, 653, 000 2, 552, | —$101, 000 

Marketing services ‘ ; 3, 900 13, 065, 000 3, 016, —49, 000 

Construction of buildings and ac- 

quisition of land (nonrecurring) - , 525, 000 | 


Total, marketing research and 
service ‘ shia a oY, 900 25, 718, 000 2D, 000 
Payments to States ; . J 000 1, 100, 000 | 100, 000 
School lunch program = 3, 197 83, 236, 000 3, 236, 000 | 


Total, Agricultural Marketing 
Service i 3, 097 110, 054, 000 109, 904, 000 | — 150, 000 
Foreign Agricultural Service - 3, 000 | 3, 610, 000 3, 610, 000 ities 
Commodity Exchange Authority ies odes , 400 787, 400 787, 400 
Commodity Stabilization Service: | 
Agricultural adjustment program - - - ‘ , 000 41, 563, 000 , 463, 000 — 100, 000 
Sugar Act program ae a 500 | 67, 600, 000 . 600, 000 |_..__.- 
Federal Civil Defense 452, 600 | | 


Total, Commodity Stabilization 
Service ail pa ea 22, 442,100 | 109, 163, 000 109, 063, 000 — 100, 000 
Federal Crop Insurance Corporation }, 210, 000 | 6, 210, 000 | 6, 210, 000 
Rural Electrification Administration (sal- 
aries and expenses) , 8, 820, 000 8, 740, 000 | 8, 700, 000 | — 40, 000 
Farmers’ Home Administration (salaries | | 
and expenses) , : ; , 411, 000 26,416,000 | 26,405, 000 | —11, 000 
Office of the General Counsel ; 2, 418, 200 2, 338, 000 2, 335, 000 | —3, 000 
Office of the Secretary___- ; i 2, 397, 160 2, 397, 160 2, 397, 000 
Office of Information__-- : . 331, 000 1, 331, 000 | 331, 000 | 
iPMET oo ceca a owen | 789, 000 | 773, 000 | 773, OO 


Total, annual appropriations for regular | 

activities and ; . 920, 357,865 | 852,033,268 | 850, 349, 108 — 1, 684, 160 
Reconciliation to table in subcommittee | 

print: Deduct amount for Forest Service 100, 930,500 | 97, 501, 000 


97, 023, 000 | — 478, 000 


Total, annual appropriations for regu- | 
lar activities from general fund of the | | 
Treasury as shown in subcommittee | 
print ...... oe See ---| 819,427,365 | 754, 532,268 | 753, 326, 108 — $1, 206, 160 
Restoration of ‘‘Capital impairment,’’ Com- | 
modity Credit Corporation___---- ..----|1, 000, 000,000 | 929, 287,178 | 929, 287, 178 | 
Corporate administrative expense limitation: | 
Commodity Credit Corporation. ---. ae 30, 964,000 | 31,000, 000 


31, 000, 000 | 


See footnotes at end of table. 
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Agency, Department, and budget estimates, 1957——-Continued 


NorE.—Amounts for Agency estimates include Pay Act costs on 1957 increases applicable to the 
Department estimates and Agency and Department estimates are adjusted for comparability with the 
ippropriation structure proposed in the 1957 budget estimates] 


Increase (+) 

| or decrease 
(- budget 

Agency Department Budget estimates 

Agency or item estimates estimates estimates 1957 com- 
1957 1957 1957 pared with 
Department 

estimates 

1957 


special activities: 
Research on strategic and critical agricul- 
tural materials 000 $316, 000 
Appropriations for repayment to Com- 
B00 modity Credit Corporation for author- 
00 ized programs in 1955: 
Agricultural Research Service: 
For advances for eradication of foot- 
and-mouth and other contagious 
diseases of animals and poultry , 269, 330 
For advances for eradication of 
brucellosis in eattle i , 791, 624 
Agricultural Marketing Service: 
For advances for costs incurred for 
inspecting and grading tobacco 
and classing cotton y 367, 740 
Commodity Stabilization Service 
For special commodity disposal 
programs: 
International Wheat Agree- 
ment 5, 883, 130, 155 
Emergency famine relief to 
friendly peoples. - 628, 927 
Sales of surplus agricultura- 
commodities for foreign curl 
reneies (Public Law 480, ap- 
proved July 10, 1954) , 000 32, 103, 453 7, , 22! —64, 626, 225 
Transfer of hay and pasture 
seeds (Public Law 524, ap- 
proved July 26, 1954) - 252, 73! 184, 678 


Total, special activities ___- 51, 102, 791, 907 271, 64, 626, 226 


manent appropriations: 

Removal of surplus agricultural commodies 
(30 percent of customs receipts) 

{ll other permanent appropriations 


Total, permanent appropriations 266, 902, 902, 928 
Deduct permanent appropriations for 
the Forest Service » 02s, « -41, 527, 200 


Total, permanent appropriations in sub- 
committee print 


age mn 


n authorizations: 

Rural Electrification Administration 
Rural electrification _. 300, 000 000 
Rural telephone ? ; 55, 500, 000 500, 000 


¢* 


Total, Rural Electrification Admin- 
tration ¥ 205, 000 94, 800, 000 800, 


Farmers’ Home Administration 
Farm ownership. - 19, 000 000, 000 000, 
Production and subsistence. - .- 150, 000, 000 140, 000, 000 000, 
Soil and water conservation 11, 000, 000 5, 500, 000 5, 500, 


Total, Farmers’ Home Administra- 


180, 000, 000 164, 500, 000 164, 500, 000 


Total, loan authorizations_. 385, 000, 000 359, 300, 000 359, 300, 000 


Includes $500,000 for the contingency fund for emergency outbreaks of insects and plant diseases. This 
mount was included in the budget estimates based on information submitted by the Department subse- 
quent to the submission of the regular Department estimates. 

Includes $1 million provided in the budget estimates for housing for employees of Forest Service. 
epartment recommended that this housing be provided under lease-purchase authority contained in 
ublic Law 519, approved July 22, 1954. 


) 


| 
| 
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Mr. Wurirten. We might also have a table showing what your 
unobligated balances were through the month of March, if those are 


available. 


(The information requested follows :) 


U. S. DEPARTMENT OF AGRICULTURE 


Amounts available, and related obligations and balances, 1956, as of Mar. 31, 1956 


{Excluding Forest Service] 





Agency or item 





Annual appropriations for regular activities: 


Agricultural Research Service: 
Salaries and expenses: 
Research_- 
Meat inspection 
Total, salaries and expenses. 


Foot-and-mouth and 


-ayments to State experiment stations__.. 
other contagious 


Plant and animal disease : and ‘pest control....----- 


diseases of | 


animals and poultry, research............-.--- 


Animal-disease laboratory facilities 


Extension Service: 


Payments te Stetes........-..-......... (dowae ead bent 


Federal Extension Service: 


Administration and coordination. --___- 
P enalty mail for cooperative extension agents 


Total, Federal Extension Service 


ecto knawene 
Farmer Cooperative Service - -- 


Soil Conservation Service: 
Conservation operations -_- 
Watershed protection. 
Flood prevention 


Water conservation and utilization projects- 


Total. 


Agricultural Conservation Program Se 


Agricultural Marketing Service: 
Marketing research and service: 
Marketing resea 
Marketing services_ 


rvice- 


rch and agricu!tural estimates - -- 


Total, marketing research and service-- 


Payments to States i 
School-lunch program -.----- 


Total- 
Foreign Agricultural Service -- 
Commodity Exchange Authority 
Commodity Stabilization Service: 


Agricultural adjustment programs 
Sugar Act program - -..---- se 


Amount 
| available for 
| obligations, 
including 
reimburse- | 
| ments, trans- 
fers, and 
estimated 
supplemental! 
appropria- 
tions for 1956, 
| as submitted 
to Congress 





$40, 760, 430 | 
| 38, 376, 142 
21, 783, 028 


a | 


100, 919, 600 | 
24, 753, 708 


1, 945, 000 
250, 000 


127, 868, 308 


| 


Unobligated 





Obligations 
through balance as of 
Mar. 31, 1956! Mar. 31, 1956 


$29, 390, 663 


ad 
ots 





$11, 369, 767 


26, 670, 637 11, 705, 505 
16, 423, 471 5, 359, 557 
72, 484, 771 28, 434, 820 
24, 560, 179 193, 529 
1, 275, 067 | 669, 933 

23, 765 P 226, 235 


_ 9%, 343, 782 


29, 524, 526 














| 89, 150,000 | 
| 59, 600, 000 


wile 





-| 44,490,000 | 44, 185, 502 | 304, 498 
| 1, 980, 000 1, 413, 469 566, 531 
1, 650, 000 1, 220, 572 429, 428 
3, 630, 000 2, 63 4, on 995, 959 
a5. 48, 120,000 | 46, $19, 543 1, , 300, 457 
429, 341 311, 120 118, 221 
64, 950, 000 47, 897, 486 17, 052, 514 
13, 716, 471 7, 318, 244 6, 398, 227 
11, 768, 997 6, 627, 100 5, 141, 897 
| 476, 500 240, 724 235, 77 
90, 911, 968 62, 083, 554 28, 828, 414 
| 258, 218, 235 "257, 623, 360 8 Q4, 875 
j = : 4 ee 
12, 010, 865 8, 629, 235 3, 381, 630 
14, 646. 456 11, 627, 636 8, O18, 820 
26, 657, 321 20, 256, 871 6, 400, 45 
| 1, 000, 000 959, 970 40, 03 
83, 236, 316 82, 760, 019 476, 297 
110, 893, 637 _ 103, 976, 8 860 4, 916, 777 
3, 539, 223 2, 627, 509° _9ul, 714 
| ‘775, 560 | ~ B75, 137 | 


"200, 42: 3 


27, 554, 337 
59, 453, 275 


11, 595, 663 
146, 725 








98, 750, 000. 


742, 388 


87, 007, 612 | 11, 


ui 
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U. S. DEPARTMENT OF AGRICULTURE—Continued 


{ mounts available, and related obligations and balances, 1956, as of Mar. 31, 1956— 
Continued 


[Excluding Forest Service] 


Amount | 
available for | 
obligations, 

including 
reimburse- 
ments, trans-| Obligations | Unobligated 

Agency or item fers, and through balance as of 
estimated Mar. 31, 1956 | Mar. 31, 1956 
supplemental} 
appropria- 
tions for 1956, 
as submitted 
to Congress 


Federal Crop Insurance Corporation $5, 485, 706 x 30, 904 





Rural Electrification Administration (salaries and ex- 
Pes LW. oss). oak 8, 141, 293 | 6, 028, 470° 2, 112, 823 


Farmers’ Home Administration (salaries and expenses) - - - ae 040, 825 | 19, 957, , 140 | 7, 083, 685 


Office of the General Counsel... _- Gaara 3 658, 200° | 1. 961, 327 ” 696, 873 





Office of the Secretary - - --- ee a 2, 546, 365 1, 903, 7 | 642, 614 


Offien of Easormmation......~ «....<2..25.; _ 1, 827, 50 500 | A 038, 366 | ~ 989, 134 


| |= —— 
Fete sted ei sek bibaddais cds censscekeesks~)~2 4 | 617, 451_ | 195, 459 


Total, annual appropriations for regular activities from Pate sah ret | 
general fund of the Treasury _788, 2 250, 065 | 606, 360, 688 | 92, 193, 875 


Corporate administrative expense limitation: Conmethy 

Oredit Corporation 30, 964, 065 j 21, , 413, 946 «| 9% 550, 054 
Special activities: 

Research on strategie and critical agricultural materials 314, 600 | 

. Apnropriations for repayment to Commodity Credit 

Corporation: 

Agriculture Research Service: For advances for eradi- 

eation of foot-and-mouth and other contagious dis- 

eases of animals and poultry 5, 788, 897 5, 788, 897 

Commodity Stabilization Service: For special com- 

modity disposal programs: 

International Wheat Agreement. -_-- aw 57, 378, 551 57, 378, 551 | labs . 

Emergency farnine relief to friendly peoples Ea 9, 545, 830 | 0, 537, 154 8, 676 

Emergency feed assistance in disaster areas. __-- 42, 100, 000 | 41,915, 799 184, 201 

Transfer of wheat to Pakistan - Rr eros 69, , 385, 831 | 69, 322, 9 990 62, SAL 


Total, special activities ‘ ia ‘ 184, 513, 709° ‘184, 165, 2 348, 451 





unent appropriations: 
General fund appropriations: 
Removal of surplus agricultural commodities (40 per- 
cent of customs receipts) a | 416, 269, 528 160, 088,951 | 256, 180, 577 
National Wool Act, agriculture. -_ - ie a ne | 187, 684 187, 684 
iawn cee 416, 457, 212 160, 276, 635 256, 180, 577 
A ppropria ations from spe cial sources: Perishable Agricul- | 
tural Commodities Act fund (special receipt funds) - --__| 799, 442 368, 503 | 430, 939 


Total, permanent appropriations- ---_.....--- B 417, 286, 654 160, , 645, 138 | 256, ‘6ll, 516 


oan authorizations: | | | 
Rural Electrification Administration loans: 
Rural electrification - PT EP eer | 215, 723, 430 113, 564,831 | 102,158,599 
Rural telephone eae Cae . ; 108, 556,176 | 58,697,000 | 49, 859, 176 


Total, Rural Electrification Administration 324, 279, , 606 2, 261, 831 152, 017, 775 


= = — = = =|} ——S 


Farmers’ Home Administration loans: 
Farm ownership___.___--- teehee aL q 19,092,183 | 14, 229, 805 | 4, 862, 378 
Farm housing - es 5, 000, 000 |_- / 5, 000, 000 
Production and subsistence - —_ 137, 500, 000 117, 288, 325 20, 211, 675 
Soil and water conservation. eee eta Ae : -----| 11,500,000 755, 036 | 10, 744, 964 


| 


Total, Farmers’ Home Administration 178, 092, 183 | 132, 273, 166 40, 819, 017 


| — —— 





Total, loan authorizations. ___...........-.._-- 497, 371, 739 | 304, 534, 997 | 192, 836, 792 
| 
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Prorosep CHANGES SUBMITTED TO LEGISLATIVE COMMITTEE 


Mr. Wiirren. What is the situation with regard to proposed changes 
in existing law that you may have submitted to the legislative com- 
mittee ? 

Off the record. 

(Discussion off the record.) 

Mr. Wurrren. Will you include such correspondence as you might 
have with the legislative committee where it would be in order to make 
minor changes ? 

Mr. WHEELER. We are in this situation: We have just, literally 
within a day, gotten clearance from the Bureau of the Budget for the 
point of order bill that we developed. They have suggested a few 
changes which appear agreeable to us. It will take another day or 
two to send that to the Congress, so I doubt if I would be able to get 
it in the record that is printed tomorrow. 

Mr. Wuirren. If you would send it to us we would be pleased to 
have it for the bill on the floor. 

Mr. WuHee er. When we appeared before the Senate Committee on 
Appropriations on the watershed protection appropriation, the chair- 
man of the Senate Subcommittee requested that we furnish to that 
subcommittee summaries of the plans for works or improvements that 
are submitted to Congress under Public Law 566, and we agreed to do 
that. If this committee would like the same service, we would be 
very glad to supply it. 

Mr. Wuirren. We would be glad to have that practice adopted in 
the case of this subcommittee also. 

Mr. Wuee ter. Then as these reports go to the committees we will 
furnish summaries of them to you. 

Mr. Wurrren. You have reference to a continuing thing? 

Mr. WHEELER. Yes. 

Mr. Wnirren. We will be pleased to have that information as it 
becomes available. 

MeEDItrERRANEAN FRUITFLY 


Mr. Wnuirren. I have received statements from six Members of the 
House and the Florida delegation relative to various items before the 
subcommittee, which will be inserted in the record at this point. 

(The statements are as follows :) 


STATEMENT OF Hon. DANTE B. FASCELL OF FLORIDA 


Mr, Chairman and members of the subcommittee, complete devastation of our 
Nation’s fruit and vegetable crops could become a reality if the Mediterranean 
fruitfiy recently discovered in Florida isn’t completely eradicated immediately. 

The fly is now infesting fruit and vegetable crops at numerous spots in both 
Dade and Broward Counties, Fla. It was first found April 18, in Miami Shores, 
Fla., near the Miami International Airport. Pest control experts of the United 
States Department of Agriculture and others were immediately rushed to the 
area after it had been definitely ascertained that adult Mediterranean fruitflies 
were present. 

I have high praise for those in the United States Department of Agriculture 
who went into action so quickly to identify this menace and to curb it. Check 
points were set up around the infested area, extensive surveying by trappings 
is continuing in order to determine the locale of the infestation. Steps for 
eradication have already begun. Undoubtedly, the Department’s recognition of 
the dangers facing the entire United States and their prompt action will save 
the Nation’s major crops and untold millions of dollars. 
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The Mediterranean fruitfly has defeated all but one attempt by man to eradi- 
cate it. It has won and stopped entirely fruit and vegetable growing in Spain, 
Italy, Algeria, South Africa, Egypt, Tasmania, France, Greece, Brazil, Mada- 
oascar, Hawaiian Islands and in the Holy Land. Crops can only be grown there 
if each fruit or host is individually bagged. 

Only in Florida has the pest been stopped. That was in 1929. The United 
States Department of Agriculture knew then as it knows now, that the Medi- 
terranean fly has a capability of spreading and wiping out the entire crop of 
fruit and vegetables grown in the United States. They know definitely that it 
could infest all of the west coast area, the entire tier of Sovihern States, and 
while there is no definite proof as to how far north the fly could live and exist, 
nobody wants to find out. This last infestation of 1929 was brought under 
control and completely eradicated, but it took 5,000 men, 18 months, and $7%4 mil- 
lion, as well as the assistance of the National Guard. The pest was found in 
20 Florida counties before eradication was completed. 

The present infested area is in Dade County in an 18-square-mile area sur- 
rounding the Miami International Airport. The infestation has also been found 
in south Broward County, on Miami Beach, and the most recent at Kendall, 
Fla. which is 8 miles south of the International Airport and in the heart of the 
great fruit and vegetable district of Dade County. Indications are that new 
infestations will continue to be found as trapping activites are extended. 

Reaction and response of the local people and governmental units have been 
prompt and willing. Growers and producers have voluntarily offered men and 
equipment. The county commissioners of Dade County made available imme- 
diately $25,000 for State plant officials and for the United States Department 
of Agriculture to meet immediate payrolls. The State cabinet is making $100,000 
available immediately and will supply for the State’s participation a million 
dollars, or whatever sum is necessary. 

A State quarantine on Dade County has already been invoked, with a like- 
lihood that a Federal quarantine will follow immediately. 

Federal assistance and participation is needed and requested. Any quaran- 
tine and inspection, to be effective, must be under Federal control. This will 
require the assignment of many personnel during the entire emergency. In addi- 
tion, in the national interest, the Federal Government has a vital Part to play in 
the eradication and control program. 

The entire Florida congressional delegation supports this request, as evi- 
denced by their joint statement submitted herewith for the record. This request 
likewise is supported and endorsed by the two United States Senators, from 
llorida, the Honorable Spessard LL. Holland and the Honorable George A. 
Smathers. I submit that because of the nature of this emergency and the prompt- 
ness of action which is required, that the committee accept and include as part 
of the record this transcript of the testimony presented to the Agricultural Sub- 
committee of the Committee on Appropriations for the United States Senate, which 
testimony includes expert evidence on this problem by those persons who are 
directly charged with the responsibility of combating this menace and who have 
heen with this problem since its inception. Likewise, for the committee’s edifica- 
tion, IT submit (but not for inclusion in the record) exhibits giving the daily 
hlow-by-blow accounts as printed by our daily newspapers. 

I have been advised that the United States Department of Agriculture has 
prepared a budget request for funds to meet this emergency; that the budget 
request is now being considered by the Bureau of the Budget: and that it will 
he presented to this subcommittee today or tomorrow. I am further advised that 
the request will be for $1 million or more, to be included in the contingency fund 
in the present bill. The present contingency fund for fiscal 1956 is practically 
exhausted and there remains only $70,000 in it. 

I'm sure that the entire committee appreciates and recognizes the seriousness 
of this problem. We can’t emphasize too strongly that action must be prompt 
and that whatever money needs to be spent should be spent to completely eradi- 
cate this pest. It is very obvious that $1 spent now will save hundreds of dollars 
later. 

In behalf of the entire Florida delegation, I wish to express my appreciation 
to the chairman and the members of the subcommittee who have extended to us 
the great courtesy of hearing this emergency matter and including it in the record, 
although the regular public hearings of this subcommittee have been concluded 
lor some time. 
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STATEMENT OF FLORIDA DELEGATION 


The Florida delegation understands that this committee has been apprised of 
the extremely serious situation confronting the fruit and vegetable industry in 
the recent discovery of a new infestation of Mediterranean fruitily in the 
environs of the International Airport at Miami. 

It was in fear of such a disastrous occurrence, engendered by painful past 
experience, that our delegation has so often urged the appropriation of adequate 
funds to provide complete and full baggage inspections at customs points, and 
has protested against the practice of “spot inspection.” 

We cannot commend too highly the prompt and decisive manner in which the 
Department of Agriculture has responded to the challenge of this emergency. 
Within hours of confirmation of the discovery, experts were on hand to assist 
our Florida experts in taking the necessary action to cope with this threat. 

This statement is presented in endorsement and support of the request which 
is being made of this committee for a special appropriation to make possible the 
swift measures which must be taken if the spread of this menace is to he 
stopped. We join unanimously in urging favorable consideration of this request 
by your committee. 

Respectfully submitted. 

Rosert L. F. SIKEs, 
Third District. 
CHARLES E. BENNETT, 
Second District. 
A. S. HERLONG, Jr., 
Fifth District. 
JAMES A. HALEY, 
Seventh District. 
D. R. (BILLty) MATTHEWS, 
Eighth District. 
WILLIAM C. CRAMER, 
First District 
DANTE B. FAScELL, 
Fourth District. 
PAvuL G. RoGErs, 
Sigvth District 





ScHoot LuncH Program 
STATEMENT OF HON. K. J. GRAY OF ILLINOIS 


Mr. Chairman, and members of this fine committee, I deeply appreciate th: 
opportunity of appearing before your committee today about such an important 
matter as the funds for administering the school lunch programs throughout th 
United States and, particularly, as it affects the schools in southern Illinois. 

1, first, want to express my appreciation for the forthright attitude and sin- 
cerity this committee has taken in the past in allowing adequate funds for han 
dling this program which vitally affects the health and welfare of our American 
schoolchildren. However, today, I ain somewhat disturbed by a situation that has 
developed in several of the school districts in southern Illinois. In a lette 
dated March 26 from the State superintendent of public instruction, who admin- 
isters the schoo] lunch programs in Illinois, many schools were informed that due 
to limited funds and reimbursement for type A lunches, and a decided increase il) 
participation, no funds will be available for the remainder of this current schoo! 
year. 

Mr. Chairman, and members of this committee, this is frightening news. | 
realize it is not the fault of your committee; however, I am very hopeful that for 
fiscal year 1957, a reevaluation of the needs of the States and individual districts 
can be made and additional funds be appropriated in order that our schoolchildren 
will be assured of their lunches throughout the entire school year. 

Due to the consolidation of several small schools, many children are now 
required to travel greater distances from home which prevents them from eating 
lunch away from school, as has been the case in many of the rural areas. This 
has made more demands on the school lunch program than in the past. I 
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addition, there has been a general increase in enroliment in many areas of Illinois 
and by not allowing additional funds, many schools will be forced to curtail the 
type A lunches before the school year is over. This situation is where we find 
ourselves today in many of the schools in southern Illinois. 

Mr. Chairman, with your permission, I would like to include in the record a 
letter addressed to one of the school districts in southern [linois from Mr. Harold 
A. Wolfe, director, school lunch program, office of the State superintendent of 
public instruction, Springfield, M1. 

STATE OF ILLINOIS, 
OFFICE OF THE SUPERINTENDENT OF PUBLIC INSTRUCTION, 
Springfield, March 26, 1956. 

DEAR Sponsor: Due to a limited apportionment of Federal funds for reim- 
bursement for type A lunches, and a decided increase in participation, the 
State agency finds that these funds will be exhausted after approximately 7 
operating days in the mouth of April. Therefore, only a percentage ratio of 
the type A indemnity will be paid for April’s operation. 

This in no way affects funds available for the special-milk program which 
will be sufficient to assure the current indemnity rates for the balance of this 
school year. 

Even though this situation exists and the schools will not receive indemnity 
for type A lunches for the balance of the school year, the Federal agency has 
notified us that claims must be filed in the same manner, and the same records 
maintained for the balance of the school year for the following reasons: 

(1) To assure continued distribution of Government donated food commodities 
for the balance of the school year. 

(2) To provide the State agency with the necessary records to comply with 
the 3-to-1 matching requirements that exist for this 1955-56 fiscal year. 

(3) To keep the present agreement in effect to avoid any misunderstanding 
for the next school year’s participation. 

(4) To assure continued reimbursement in the special-milk program for the 
balance of this current school year. 

Therefore, the State agency takes this opportunity to impress the sponsors 
of the type A programs of the necessity of maintaining proper records and 
of filing their claim forms in the same fashion that they have previously, even 
though they will only receive a portion of their reimbursement for the month 
of April and none thereafter for this current school year. 

In order to avoid any delay, we would appreciate the cooperation of each 
sponsor in properly preparing the remaining claim forms for this school year 
as outlined above. 

Very truly yours, 
HAROLD A. WOLFE, 
Director, School Lunch Program. 


I am very hopeful that a reevaluation can be made as to the need for addi- 
tional funds and that you will see fit to allow an increase over the $83 million 
requested in the budget for fiscal year 1957. With the billions of dollars we 
are sending overseas in foreign aid, it is difficult for my people to understand 
why Congress cannot appropriate enough money to feed our American children. 

In closing, I want to compliment this committee for the fine job they have 
done in meeting the needs of our schoolchildren in the past, and feel confident 
I rely on your great wisdom for additional assistance in the future. On behalf 
of the people of southern Illinois, may I say thank you very much. 


AGRICULTURAL RESEARCH SERVICE 
STATEMENT, HON. JACK WESTLAND, OF WASHINGTON 


My name is Jack Westland and I represent the Second District of the State 
of Washington, Agriculture is the biggest industry in my district. Our farmers 
crow a diversified array of crops ranging from milk to tulip bulbs. I am inter- 
ested in the proposed increased budget for agricultural research, which has been 
requested by the Agriculture Department. 

I believe that the path away from our current surplus dilemma lies in research, 
in the development of new uses for present crops and new crops for present farms. 
We have been trying to solve the farm program by devising fixed remedies for 
fixed crops and fixed markets. Research will attack the problem of too many 
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farmers raising the same crops by offering a broadened market for our present 
surplus crops, and new crops to draw land into production and away from surplus- 
type crops. 

Yankee ingenuity is a slang term for what today we call research. Progress 
already made in transforming milk into auto carburetor filters, corn into flame- 
proof fabrics, hog fat into garden hose, and chicken feathers into chickenfeed, 
indicates that in our field and tree crops lie potentials that are almost incredible 
in scope. It will take an investment in research to tap these hidden products, 
but the returns to our Nation from a modest investment in research have in the 
past proven that this type of expenditure is sound, desirable, and necessary, 

I urge that your committee give favorable consideration to the research budget 
requests of the Department of Agriculture. 


STATEMENT OF HON. BURR P. HARRISON OF VIRGINIA 


Mr. Chairman, I am confident that the conscientious members of the subcom- 
mittee are giving most careful attention to the research needs of our agriculture 
Because of its special importance to the great and growing poultry industry 
in Virginia and the Southeastern States generally, as well as to poultrymen else- 
where in the Nation, I venture to urge inclusion of funds for needed facilities for 
animal disease research and vaccine testing at the Agricultural Research Center, 
seltsville, Md. 

I need not review for this subcommittee the rapid development of the poultry 
industry in recent years. It has been, and is, a progressive and imaginative 
industry. It has been able to survive and expand, in a period of many uncertain- 
ties in the agricultural economy, without the benefit of price supports—because 
it has put to work promptly the findings of pertinent research. 

In its continuing effort to improve the quality of its fine food product, and to 
better the prospects of its members for a reasonable return, while maintaining 
tair prices for the consumer, the industry sees a need for even more intensive 
research on a number of problems besetting it. 

The item for improving the facilities at Beltsville would produce tangible 
benefits in improved methods of producing and processing a major food item which 
has become one of the top cash crops in many States. 

Because it is an excellent statement of the justification for the proposed expen- 
diture at Beltsville, I should like to place in the record a letter which I have 
received from Mr. Homer R. Kline, the respected president of the Virginia State 
Poultry Federation, Inc., as follows: 


VIRGINIA STATE POULTRY FEDERATION, INC., 
Richmond, Va,., May 2, 1956. 
Hon. Burr P. Harrison, 
House of representatives, Washington, D. C. 

DEAR CONGRESSMAN Harrison: The Virginia State Poultry Federation is vitally 
interested in the $18,915,000 appropriation request under consideration by the 
House Appropriations Subcommittee on Agriculture to provide needed facilities 
for animal disease research and vaccine testing at the national agricultural! 
research center at Beltsville, Md. 

Poultry production for many years has been a major source of agricultural! 
income and the leading cash crop in Virginia. Associated industries provide 
employment for many people in off-the-farm jobs. You are familiar with the 
tremendous strides in breeding, feeding, disease control, and farm-management 
research which largely has been responsible for the growth of the poultry indus 
try into a commercial endeavor. This development has been very meaningful 
to the farm families in many areas of Virginia and the Southeast. 

Poultry could not have reached anything like its present position in the na 
tional farm economy without the benefit of price supports had it not been for 
the extensive research conducted by the United States Department of Agricul- 
ture, the VPI Agricultural Experiment Station, and other cooperating State 
experiment stations. The effective utilization of research information thus 
obtained has been used on thousands of poultry farms in Virginia and the South 
east. 

Our federation recognizes the importance of continuing and expanding this re- 
search and testing program. Many of our members have asked that we urge 
Congress to approve the above-mentioned appropriation as a supplement to the 
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1957 USDA budget. (Our membership includes several thousand poultry grow- 
ers, hatcherymen, feed dealers, and poultry processors in Virginia.) 
We solicit your support for this appropriation which is so important to the 
Southeast’s growing poultry industry. 
Respectfully yours, 
Homer R. Kune, President. 


————— 


STATEMENT OF Hon. WILLIAM H. AVERY, OF KANSAS 


Mr. Chairman, I appreciate the opportunity to give you my views on the impor- 
tant work now being done by the Agricultural Research Service in the division 
of improvement of practices for establishment, maintenance, and efficient pro- 
duction of pasture and range land. 

The improvement of our perennial grasses has always been an important mat- 
ter to the livestock industry, and this year I feel it is of even greater importance. 
The recent dry years have placed a greater burden on existing grasslands, occur- 
ring at a time when our cattle population is at a record high. Some grass 
varieties previously considered adaptable to certain regions have proven to be 
less valuable due to our experience with drought in these recent years. 

Secondly, since there is considerable reason to believe that this Congress will 
tuke favorable action on the soil bank proposal and possibly the program for the 
Great Plains, there will be a considerable increase in the need for proven varieties 
of grass seed. 

The Bureau of the Budget proposes an increase of $675,000 for the fiscal year 
of 1957. I feel this is a modest request, especially in consideration of the fact 
that it would actually only represent 0.04 of 1 percent of the value of the industry 
which would benefit directly from the program. Private industry normally 
spends in excess of 3 percent for research program benefiting their own interests. 

Research in the field of agriculture by its nature is a governmental function 
and responsibility. I therefore urge your committee to approve to the full com- 
mittee the modest increase for the Department of Agricuiture for this item as 
recommended by the Bureau of the Budget. 


STATEMENT OF HON. B. F. SISK, OF CALIFORNIA 


Mr. Chairman, I appreciate the opportunity to present to your committee a 
request of the leaders of a very large and important farm industry in my dis- 
trict, in which I join, that you make available a very modest sum of money to 
carry on research by the Department of Agriculture and try to find an answer 
which would be of very great importance and value to the industry. 

We are asking that you add to the appropriation for research by the Utiliza- 
tion Branch, Agriculture Research Service, Department of Agriculture, $25,000 
earmarked for a study of the problem of stabilizing the moisture content of 
raisins. I am informed this amount will launch this research project and carry 
it along for the fiscal year 1957. It eould very well be, if results are quickly 
attained, that this very small expenditure might be the means of vastly increas- 
ing the market and consumption of raisins. This would greatly assist the raisin 
industry in its self-help program for farmers and processors and would reduce 
or eliminate the need for Federal assistance. 

I am reliably informed that the responsible people in the Department of Agri- 
culture look with favor on this research project and believe it worthwhile and 
important. However, the funds requested for research by the Department are 
already fully committed to carry on work now underway, and the committee 
is aware of the budgetary request limitations under which departments are 
required to operate and which severely limit their activities, sometimes without 
regard to their needs or the views of their responsible executives. 

The raisin industry operates under a Federal marketing agreement and its 
production of raisins is pooled. The raisins of growers go into a free pool, for 
domestic consumption, a reserve pool, and a surplus pool. The surplus pool is 
for export and operation of this pool involves certain Federal assistance and lower 
returns to growers. The more raisins that can be diverted from surplus pool 
to free and reserve pools, the better off the farmer and processor. 

I am sure your committee is aware of the great and expanding market for 
packaged agricultural commodities, for packaged cereals, ready-to-use mixes for 
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pies, cakes, puddings, and other foods which involve a minimum of work by the 
housewife. I know you agree that fruit, and particularly raisins, are relished 
und enjoyed in many such prepared products. When these products are pre- 
mixed and packaged, however, moisture difficulties arise if raisins are included, 

For example, the moisture content of raisins runs around 18 percent. Pack- 
aged cereals have about 7 percent moisture. If raisins and cereals, a most de- 
sirable combination in the eating, are packaged together, the raisins will lose 
water and dry up, while the cereal becomes too moist. Probably it would not 
erackle and pop, to the delight of youthful cereal lovers. The raisins would lose 
the plump, juicy qualities for which they are famous. 

What is needed is a moisture barrier, a coating or treatment which will not 
harm or change the flavor of the raisins, but which will prevent the interchange 
of water between them and the other food products with which they are asso- 
ciated. Such moisture barriers have been developed and successfully applied to 
other food products and research people say it is very likely one can be found 
for raisins. 

I do not need to elaborate upon the importance of this matter. Success in 
this project would mean millions to the hard-pressed farmers in.this industry. 
[It would also open up new and happy fields and products for consumers, increas- 
ing their eating pleasure and their health. 

I want to urge this appropriation as a most proper field of Federal activity 
and help for the farmer and one in which the beneficial results which may follow 
are far and away greater than the small cost involved. I am sure you will want 
to give this request your sympathetic consideration and I am satisfied you will 
want to approve it. 


STATEMENT OF THE AMERICAN Farm Economics ASSOCIATION 


Mr. Wuirren. We have a progress report from the American Farm 
Economics Association on agricultural data requirements of Govern- 
ment, farmers, and industry which will be inserted in the hearings at 
this point. 


(The statement is as follows:) 


AGRICULTURAL DATA REQUIREMENTS OF GOVERN MENT, FARMERS, AND INDUSTRY FOR 
NATIONAL PROGRESS 


(A progress report of the agricultural data committee of the American Farm 
Economics Association ) 


In 1954, the board of directors of the American Farm Economics Associa 
tion appointed a committee to— 

(a) Study and report the types of data needed to improve economic re- 
search and agricultural activity programs, but not now available from the 
Bureau of the Census or Crop Reporting Service at the local, county, State, 
and National levels. 

(b) Recommend a program designed to improve the timeliness, com- 
pleteness, and accuracy of agricultural data at the local, county, State, and 
National levels. 

USES MADE OF AGRICULTURAL DATA 


Policymaking at the local level requires a large amount of agricultural data. 
Policy decisions are made by all types of local groups. The problems of loca! 
policymaking are concerned with the economic and social welfare of individ- 
uals: farm and town business firms; and local, county, State, and National 
Governments. 

An example of the use of agricultural data in policvmaking is the program- 
projection activity of the Federal Extension Service. In this program, volunteer 
leaders in each community of a county meet and study the resources of their 
area. Agricultural production and price data are studied. Projections are 
made of trends indicated by these studies. The group develops a long-range 
plan for the improvement of their community based partly on the agricultural 
data available to them. The sums of plans for communities and counties make up 
the plans for States and Nation. Accuracy of judgments involved in policy de- 
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cisions depend partially on the timeliness, completeness, and accuracy of agri- 
cultural data. 

Farmers throughout the Nation make frequent decisions regarding what to pro- 
duce and how much to produce. Agricultural data are used here to arrive at 
judgment decisions regarding price and cost expectations. For example the 
expected price for cotton, beef cattle, hogs, and feed grains for the next 1 to 5 
years helps many a southern farmer decide how much of each of these commodities 
he should produce. Timely, complete, and accurate agricultural data are needed 
so that farmers can make the best possible production and marketing decisions. 

Business firms use large quantities of local, county, State, and National agri- 
cultural data. When, where, and how to build and operate a processing plant 
for agricultural products depends in part on agricultural data made available 
by the Census Bureau and Crop Reporting Service. Without processing facili- 
ties, most farm products would not have a market. Vast quantities of agricul- 
tural data are used in marketing by farmers and marketers. 

Government is among the heaviest users of agricultural data. Govern 
ment workers at all levels use agricultural data to improve their efforts to 
arrive at decisions regarding support levels for farm products or a soil-bank pro- 
gram, or to administer acts of Congress or the State legislature, or in research or 
marketing activities. The uses made of agricultural data are unlimited. Here, 
as With local leaders, farmers, and business firms, timeliness, completeness, and 
accuracy are important. 

TYPES OF STUDIES MADE 


This committee has initiated three different types of studies of the agricul- 
tural data situation. A survey was completed in 45 States and 3 Territories 
to determine agricultural data requirements of the Extension Service. A sub- 
committee has completed a preliminary report regarding the timeliness, com- 
pleteness, and accuracy of agricultural data now supplied by the Census Bureau 
and the Crop Reporting Service. Data needs were studied of a sample of busi- 
ness firms engaged in processing and marketing farm products or in providing 
farm production items. 

Results of the studies 

1. National and State production estimates are in error by a higher percent- 
age than considered desirable. Examples can be found in recent estimates of 
production for cotton, pig crop, tobacco, and corn, 

2. The accuracy of forecasting National, State, and production area expected 
supplies, expected demand, and expected price for the next production season 
or for longer periods of time should be, and we believe can be, materially im- 
proved. 

3. The time lag between collection of agricultural data from a crop reporter 
or other source and the summary and publication of the data is greater than 
desirable in many cases. Example: Estimates of the New York cherry crop 
usually do not get released until after most of the crop is harvested and mar- 
keted. 

4. Specific requests were received for each of the following major items: 

(a) County and local data regarding the production of crops and livestock 
on a quarterly or monthly basis as indicated by the production cycle. Included 
in the list were livestock, fruits and vegetables, flowers, specialty crops, and 
timber products. 

(b) More county and State information on farm and nonfarm income with 
additional breakdown as to size of farm, type of farm, age of operator, source 
of income, ete. Similar information was requested on major farm cost items. 

(c) Additional information on the use of major production practices and 
farm equipment, particularly new practices and new equipment. 

(d) Additional information on a State and county basis to permit breakdown 
by size of farm, enterprise, ete. 

(e) Separate irrigation from nonirrigation production, particularly in the 
western irrigated areas. 

(f) Provide additional information needed to trace the movement of farm 
products via rail or truck, both in and out of the State. 

(7) Provide information in an increased quantity regarding the destination 
and utilization of all farm products. 

(h) Additional price information is needed by grades, classes, and uses of 
most farm products. 
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(t) Much additional information is needed for forestry crops, fruits, and 
vegetables by grades and uses, and specialty crops. This information would 
include price, utilization, production, ete. 

(j) Major requests were received for additional information regarding family 
living and community characteristics. This information covered facilities for 
living, family living practices, characteristics of the rural family, income and 
distribution for family living expenses, part-time farming, and off-farm work 
by sex. 

5. There is a great lack of knowledge on the part of most users of agricultural 
data regarding the great quantity of materials available from the Census 
Bureau and the Crop Reporting Service and other sources. 


PROGRAM TO SUPPLY THE NEEDS FOR AGRICULTURE DATA 


1. Request the Census Bureau, the Crop Reporting Service, and the Federal 
Extension Service to cooperate in the following program : 

(a) Preparation and distribution of a bibliography of agricultural data 
currently available. 

(b) More adequately train county and State extension workers and other 
agricultural workers in the use of agricultural data and in methods and tech- 
niques of obtaining local data as needed. 

Ii. Request the Census Bureau and the Crop Reporting Service to determine 
What parts, if any, and initiate a program to supply the needs for more timely, 
complete, and accurate agricultural data within the limits of their present 
resources. 

lil. Present this report to the appropriate committee or cominittees of the 
Congress to— 

(a) Initiate a request from the Congress to the Department of Agriculture 
and the Department of Commerce asking each of these departments to review 
this study and to make recommendations for budget adjustments needed to 
supply feasible improvements in the timeliness, completeness, and accuracy of 
agricultural data programs including State, county, and local data requirements. 

1V. Develop and enlarge a long-range research program in the general area of 
agricultural data needs with the idea of developing a long-range program that 
more adequately serves the many users of this material. 


ADDITIONAL STATEMENTS From DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. In connection with testimony received from various 
Members of Congress and others, the committee requested additional 
statements from the Department on the various subjects covered. | 
will place these statements in the record at this point to complete the 
record. 

(The statements are as follows:) 


NEED FOR STRENGTHENING BAGGAGE INSPECTION BY BUREAU OF CUSTOMS 


It is understood that concern has been expressed about the Department’s request 
for $856,000 for fiscal year 1957 to be used by the Bureau of Customs to increase 
its inspection staff sufficiently to permit adequate inspection of passengers’ 
baggage for agricultural quarantine purposes. In order to clear up any mis- 
understanding that may exist as to the seriousness of the present threat to our 
agriculture from foreign pests arriving in baggage and as to the need for 
strengthening baggage inspection ty cope with that threat we should like to 
comment on several questions that have been raised. 


1. Concern that more thorough inspection would cause unnecessary delays in 
clearance of passengers 

It is this Department’s policy, in the enforcement of agricultural quarantine 
regulations, to place no more restrictions on the traveling public or on foreign 
commerce than are absolutely necessary to provide adequate protection to our 
agriculture. This policy has been taken into account throughout our considera- 
tion of the problem with the Bureau of Customs. In agreeing to strengthen 
baggage inspection if the necessary funds could be provided, customs made it clear 
that any measures taken would have to provide for the clearance of passengers at 
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least as promptly as is now being done under the spot check inspection system. 
Customs has indicated that the $856,000 requested would provide enough addi- 
tional inspectors to accomplish this goal. 


2. Present spot check system reported to have permitted customs to handle an 
increasing number of passengers more speedily and at less cost 

As previously stated the funds requested would permit the clearance of pas 
engers’ baggage as rapidly as is now being accomplished. While there is no 
question that spot-check baggage inspections can be made at less cost to customs 
than could thorough examination, that practice might well prove very costly to 
our country as a whole. The amount requested to provide for agricultural 
quarantine protection with respect to baggage is insignificant compared to the 
costs that would result from the establishment of the foot-and-mouth disease 
or a single new plant pest such as the gypsy moth, Japanese beetle, pink boll- 
worm or European corn borer, all of which are of foreign origin. The European 
corn borer is estimated to have caused damage amounting to more than $260 
million in 1954 alone. 


3. So-called 100 percent baggage inspection 

Apparently there has been some misunderstanding as to the type of baggage 
inspection deemed necessary to prevent the entry of agricultural pests. This 
would not require 100 percent inspection such as would be needed to detect small 
articles like diamonds or narcotics that passengers might be attempting to 
smuggle into the country. For agricultural quarantine purposes baggage need 
be examined only sufficiently to reveal the presence of meats, plants, fruits, and 
other plant and animal products. 


}. Present method of baggage inspection reported to be satisfactory for customs 
purposes 

While it is recognized that this is true, it has been repeatedly demonstrated 
that this practice leaves our agriculture vulnerable to invasion by foreign plant 
pests and animal diseases. Studies made in cooperation with customs at New 
York last year indicate that less than one-sixth of the insects and plant diseases 
arriving at that port in baggage from vessels are being intercepted by present 
spot-check inspection methods. The test also showed that more than half of 
the contraband meat and meat products arriving in ships’ baggage there are 
escaping detection. That this danger is recognized by customs is shown by the 
following statement made by Commission of Customs Ralph Kelly on January 25, 
1956, before the House Subcommittee on Treasury-Post Office Departments 
Appropriations (p. 256 of transcript) : 

“We have found, as I told you, that increased inspection of baggage for cus- 
toms purposes does not give any appreciable gain, but increased inspection of 
baggage for agricultural products shows that we pick up, say, 4 to 1 over the 
1-bag-out-of-5 inspection, so they are requesting us to give an increased inspection 
of baggage for them.” 


o. Education of public on agricultural quarantine restrictions 


The suggestion has been made that thorough baggage examination would not 
he necessary if appropriate steps were taken to inform the traveling public on 
the existence of, and need for, agricultural quarantine restrictions. Several 
measures have been taken in this regard and more are under consideration. <A 
leaflet entitled ‘Customs Hints,” which is widely distributed to travelers includes 
information with respect to restrictions on agricultural products including plants, 
fruits, and meats. It is understood about 2 million copies of the leaflet were 
distributed by customs during a recent year and that travel agencies and trans- 
portation companies had several times that number printed and distributed at 
their own expense. On the Mexican border large signs have been placed at 
points of entry into Mexico warning about returning plants and plant products. 
It is also nossible to warn many tourists who stop to request information before 
entering Mexico. Despite these measures thousands of lots of contraband plant 
material are intercepted each year at Mexican border ports. Furthermore, 
hundreds of cases of attempted smuggling are detected and there is certainly no 
question that the individuals involved were fully aware of plant quarantine 
regulations. 

Perhaps the best example of the effectiveness of warning the public on 
agricultural quarantine is the manner in which steamship passengers from 
Hawaii to the mainland are handled. Each passenger is required to sign a 
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declaration, copy attached, as to the presence of plants or plant products in his 
possession. In addition, warning signs are placed at conspicuous points on the 
vessels. These declarations and warning signs contain reference to the penalties 
prescribed for violations of quarantine regulations. It is not believed that any 
steps that might be taken would better insure that the warnings reach each 
passenger. In spite of these precautions contraband plant material is consist- 
ently found in the baggage of passengers arriving from Hawaii at California 
ports. The Mediterranean fruit fly, the oriental fruit fly and the melon fly, 
three of the world’s most serious fruit fly species, have been taken from such 
material arriving.in baggage on many occasions. 

The foregoing should not be interpreted as meaning that publicity and warnings 
are of no value. These measures undoubtedly afford some degree of added 
protection, and steps are being taken to do more in this field. However, it has 
been repeatedly demonstrated that neither education of the public on quarantine 
matters nor warnings are an acceptable substitute for actual baggage inspection. 


6G, Use of penalties in preventing violations 


The usefulness of penalties in combating willful smuggling of small lots of 
agricultural materials in violation of the quarantine regulations has been under 
constant study on the Mexican border. In considering the value of penalties 
in reducing violations, it may be said that cases of deliberate effort to effect 
illegal entry of substantial amounts of restricted materials are few and legal 
proceedings are brought against such violators when detected. For more than 
25 years, experience in assessing petty fines under a customs statute for deliberate 
attempts to effect entry over the Mexican border of small quantities of such 
materials has had little effect on the number of such violations encountered. 

7. Inspection of baggage prior to departure from foreign ports 

We agree that this procedure is worthwhile at points were circumstances at 
individual airports of departure are such as to make it practicable. For example, 
Agriculture is now giving preflight clearance to all planes departing from Hawai 
to the mainland and this has proven highly satisfactory. The practicability of 
such an arrangement depends, of course, upon several factors including concur- 
rence of the foreign country where the work would be done and whether inspec- 
tions could be performed more efficiently and economically abroad than in this 
country. 


8. Proposed assignment of additional customs inspectors 


It has been pointed out that although the pests mentioned in the Department's 
testimony before the House subcommittee are in Mexico and Central America, 
it is not proposed that any of the additional inspectors would be stationed on the 
Mexican border. The pests in question were named merely as exaniples of new 
quarantine problems that have developed in recent months. Thousands of agri- 
cultural pests, originating in countries throughout the world, are intercepted at 
our air and ocean ports each year. Nearly 5,000 of the 18,500 lots of dangerous 
insects and plant diseases stopped at our borders in fiscal vear 1955 were taken 
at New York, where the volume and variety of foreign traffic is greater than at 
any other port. On the Mexican border agricultural quarantine and customs 
officers have been able to cope with increased vehicular and baggage inspection 
more satisfactorily than has been possible at many maritime and airports of entry. 

The problem may be summarized as follows: 

1. Present “spot check” baggage examination has made our agriculture ex- 
tremely vulnerable to invasion by destructive foreign pests. 

2. The pest risk associated with baggage is serious. Of the 216,000 lots of un- 
authorized plant material intercepted at ports of entry during the past fiscal 
year, 137,000 lots were taken from passengers’ baggage. Destructive pests from 
throughout the world were found in this material. 

3. The sum of $856,000 would permit customs to hire sufficient inspectors to 
resume thorough examination of baggage for agricultural quarantine purposes. 
This work could* be done without causing additonal delay in the clearance of 
passengers. It is this point that appears to be causing most concern. 

4. This appears to be the most efficient and economical way of solving the prob- 
lem. It would avoid the necessity for duplication of effort and would permit far 
more expeditious clearance of passengers than would be the case if agricultural 
quarantine inspectors attempted to make inspections separately. 

5. The cost of the additonal quarantine protection would be relatively minor 
considering the enormous and continuing costs that might result from the estab- 
lishment of a new agricultural pest in this country due to lax baggage inspection 
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6. Several means of informing the traveling public of the existence and purpose 
of quarantine restrictions are being employed and these measures have undoubt- 
edly been of some value. It has been conclusively demonstrated, however, that 
even when each passenger is warned and required to sign a baggage declaration 
with respect to agricultrual products, this does not prevent the transportation 
of such products in baggage. 

7. Penalties assessed for violation of the agricultural quarantine regulations 
under authority of a customs statute covering petty smuggling have had little 
effect on the number of such instances encountered on the Mexican border. Ex- 
perience over the years has demonstrated that the combination of penalties and 
education is not a substitute for inspection, 


FEDERAL CROP INSURANCE CORPORATION 
SUMMARY OF PREMIUM RaTES, FEDERAL CROP INSURANCE CORPORATION 
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The above table is a summary of the national trend of crop insurance premium 
rates by crops and represents the percentage of earned premiums to total 
liability each year for each crop. sSecause of the variables involved in the 
‘elationship of premiums to coverage, this compilation is the most accurate 
hasis upon which average crop insurance premiums trends can be realistically 
illustrated. 

It will be noted from the information contained in the above table that except 
for cotton in 1955 and beans in 1953, there generally has been a gradual in 
crease in crop insurance premium rates since the 1952 crop year. 

With few minor exceptions, the increase in premium rates has been caused 
directly by the unfavorable loss experience which has occurred during the past 
several years. 

Premium rates are established on an individual county basis. In those coun- 
ties where losses have been extremely heavy, the individual county premium 
rates have been revised upward accordingly to reflect th risk of loss experi 
enced, Consequently, since numerous counties have been in this category the 
past few years, the individual increases in various counties have resulted in 
un increase of the national premium ratio for each crop. 

Other minor factors contributing to the increased rates are: 

1. In 1954 the coverage on flax was increased approximately 20 percent in 
North and South Dakota. The premium rate was adjusted accordingly to cover 
the increased liability. 

2. The increases in corn premium rates in 1954 and 1955 were primarily due 
to the expansion of the corn insurance program into several high-risk coun- 
ties, which tended to increase the aggregate premium rate for the Nation. 

Although the Corporation has been authorized to pay its loss adjustment 
costs and a portion of its administrative costs from premium income, no in- 
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creases in premium rates have been made to cover these costs. The Crop In- 
surance Act currently provides that premiums shall be established at a level 
sufficient to pay indemnities and create a reasonable reserve. ‘Until legislation 
is approved authorizing the inclusion of the administrative and loss adjust- 
ment costs in the premium rates, the Corporation has no authority to include 
these costs in its compilation of rates and coverages for the crop insurance 
program. 
AGRICULTURAL RESEARCH SERVICE 


RESEARCH ON COLLOIDAL LININGS FOR IRRIGATION DITCHES 


The Department of Agriculture has not conducted any research on irrigation 
canal linings through the process known as sedimenting of colloidal clays. 

The Soil and Water Conservation Research Branch of Agricultural Research 
Service has been conducting studies of the conveyance of water in irrigation 
canals, the loss of water from canals due to seepage, and the use of various 
materials for canal linings. These materials include study of the use of con- 
crete, concrete-dirt mixtures, tarpaper and plastic film linings, and stabilization 
of canal banks with polymers or plasticizers. The studies are being conducted 
in cooperation with the Utah Agriculture College at Logan, Utah; the Federal 
budget for this work for fiscal year 1956 and proposed for 1957 approximates 
$13,000 each year. The Bureau of Reclamation has requested the Department 
to conduct studies in this field, and for such work will reimburse the Depart- 
ment during fiscal years 1955, 1956, and 1957 in the total amount of approxi- 
mately $5,000. The reimbursements for fiscal year 1955 were $1,800. 

The Colorado A. and M. College has conducted some preliminary studies on 
the use of colloidal linings or irrigation ditches using suspended Bentonite 
clay as the sealing substance, and is interested in continuing and expanding 
such research. These studies are quite different from those which the De- 
partment has been conducting in Utah. Mr. R. D. Dirmeyer, Jr., civil engineer- 
ing department, Colorado A. and M. College, has estimated that a total of 
$375,000 is needed for such studies over a 5-year period beginning in fiscal year 
1957. About one-half of the proposed annual budget of $75,000 would be re- 
quired for salaries and the other half for equipment and operating costs.  A\l- 
though the Department has conducted limited studies on the measurement of 
seepage losses from canals and laterals in cooperation with Colorado A. and M. 
College and some (up to $10,000) of the 1957 budget increases would be desig- 
nated for strengthening this cooperation, there have been no plans developed 
by the Department with the Colorado A. and M. College relative to conducting 
the colloidal sedimenting work as a joint project. While the Department con- 
siders it to be a good project and well worthwhile, it does not have any funds 
for fiscal year 1956 or budgeted for 1957 which would be available for such 
cooperation. If such a project were to be undertaken by the Federal Govern- 
ment, the estimated annual cost would be $100,000 if there were no cooperators, 
or possibly not to exceed $75,000 if it were conducted in cooperation with the 
Colorado A. and M. College. 


BURROWING NEMATODE 


While the burrowing nematode was not recognized as the causative agent of 
spreading decline until 1953, experiments were begun as early as 1951 by the 
Florida Experiment Station to discover the effect of soil fumigation following 
removal of infested trees. Infested spots in seven groves containing 350 acres 
were so treated. More than 1,600 young trees were replanted in the spring of 
1952 where infested trees had been removed. Despite the recognized short- 
comings of these early tests, the spread was arrested in 5 of the 7 groves. In 
the other two cases, spread continued because insufficient marginal area had been 
treated. Upon the basis of these and subsequent investigations, the Department 
is in agreement with officials of the State of Florida that the recommended 
procedures, properly executed, may be expected to eliminate the burrowing 
nematode from the treated groves and nurseries. 

The time that would be required to complete the work would depend largely on 
available resources. Florida’s present funds ($1,800,000 for the biennum) are 
appropriated for the period ending June 30, 1957. 

To provide for surveys necessary to establish the presence or absence of the 
burrowing nematode in citrus groves and nurseries in Florida and other citrus- 
producing States would require an estimated expenditure of $400,000. Based 
upon figures furnished by the State Plant Board of Florida, approximately 
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$1,050,00 would be required to conduct the soil sampling and identification work 
necessary for detailed mapping of infested groves on the 7,000 acres now con- 
sidered to be infested, and about $1,400,000 would be required to push and burn 
diseased trees, level the land, and apply the fumigant on the same number of 
trees. The total of these estimated costs would be $2,850,000. The Department 
has thus far spent $149,000 on this program and the State Plant Board of Florida 
has reported their expenditures to date as $270,000. Of course it must be 
anticipated in any program of this kind that unexpected contingencies will arise 
and that the continuing survey will disclose additional acreages which are not 
covered in the above estimates of expenditures. 

This program has gone far enough now to indicate that the bulk of the infested 
groves has already been located. This analysis of probable expenditures does 
contemplate that the State of Florida will be responsible for the eradication of 
any reinfestations that occur in treated groves and nurseries. The Department 
will have a continuing interest and responsibility to prevent interstate spread 
of the nematode. 

In the preliminary work in fiscal year 1955, the Department allotted $35,000 to 
cooperate with the State plant board in initial survey to discover the general 
distribution of the burrowing nematode in groves, nurseries, and related sites. 
from infomnation gained during that period the Department agreed to allot 
$150,000 for the fiscal year 1956 to cooperate with the State. 

The extent to which the Department would participate in this program was 
outlined in a letter from the Agricultural Research Service to the State Plant 
Board of Florida under date of July 21, 1955. A copy of that letter is attached. 

JULY 21, 1955. 
Mr. Ep. L. AYERS, 
State Plant Board of Florida, 
Gainesville, Fla. 

DeaR Mr. Ayers: This is to contirm the information which Dr, Hoyt and I 
gave you verbally yesterday, regarding the future course to be taken by the 
Department on the problems of spreading decline of citrus. 

Following discussion undertaken in Florida on June 21 and 22 by representa- 
tives of the State and Federal research and regulatory authorities and represen- 
tatives of the Flordia citrus industry advisory group, the Department has 
further considered its previous position on this matter with the following 
conclusions : 

1. There is agreement that spreading decline is caused by the burrowing 
nematode and that measures under consideration by the Florida Plant Board are 
appropriate for the detection, prevention of spread, and practical eradication 
of the nematode from nurseries and commercial groves. 

2. The Agricultural Research Service is prepared to increase its cooperation 
with the Florida Plant Board in the survey of nurseries and of commercial 
croves to determine the existence or nonexistence of the burrowing nematode; 
in the supervision of measures regulating the movement of nursery stock to 
prevent spread of the pest, both interstate and intrastate; and in carrying out 
measures designed to free nurseries of the nematode. It is anticipated that the 
measures undertaken by the Florida Plant Board with increased Agricultural 
Research Service participation will be sufficient to prevent interstate spread 
of the nematode without initiating a Federal quarantine. The Agricultural 
Research Service spent $35,000 in the fiscal year ending June 30, 1955, on this 
work. The Department is prepared to allocate not to exceed $150,000 during 
this fiscal year for this work and for such surveys as may be necessary to 
determine the presence or absence of the nematode in other citrus areas of the 
country. The sum needed for surveys in States other than Florida will represent 
only a minor part of the total. The funds would come from the contingency 
fund under the appropriation item “Plant and animal disease and pest control.” 

3. The Agricultural Research Service will not be able to participate with 
the Flordia Plant Board in the detailed mapping of infested groves necessary 
to eradication of the pest from commercial groves, the removal of trees, or 
the disinfestation of soil. In view of the nature of this pest, which depends 
primarily upon the movement of nursery stock of various kinds for its spread, 
it is the Department’s view that, having provided for the prevention of spread, 
the eradication of the pest in commercial groves is a responsibility which should 
be undertaken by the State and local interests in Florida. 

4. Research activities of the Agricultural Research Service will be carried 
out in accordance with information transmitted in a letter to Senator Holland 
on June 1, 1955, about which we understand you are informed. The pertinent 
paragraphs of that letter were as follows: 
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“We expect to give more attention to research, in cooperation with the Florida 
Citrus Experiment Station at Lake Alfred, during the next year. Funds have 
been provided from our fiscal year 1955 appropriations for construction of 
additional greenhouse facilities at the Orlando Laboratory. We have shifted 
the efforts of the nematologist stationed at Sanford, Fla., from nematode 
problems on vegetables to studies on the spreading decline problem, to supple- 
ment the studies on the disease conducted by the staff at Orlando. We shall 
expect to increase the research on this problem by the $26,000 that was indicated 
in the Department’s notes for consideration by the conferees on the 1956 
appropriation. This will provide for immediate expansion of studies to develop 
treatments of citrus rootstocks to destroy nematodes in root tissues without 
injuring plants, and to develop additional background information on the life 
habits of the nematode thtat might provide clues to most effective, practical 
control treatments. 

“We have been advised that the Florida Citrus Experiment Station now has 5 
staff members studying this problem and expects to increase this force by 1 
full-time nematologist and 3 to 5 assistants. In addition, we are advised that a 
special item of increase in the amount of $50,000 has been presented to the Florida 
Legislature to still further strengthen the research program. This is exclusive 
of a proposed item in the State budget of $500,000 for the containment program. 
(Since the June 1 letter was written we are informed that the Florida Legislature 
has appropriated $1,756,300 for regulatory and control work and $90,800 for re 
search during this biennium. ) 

“We feel that with the above-increased support from both Federal and State 
sources appreciable progress can be made on the problem during the coming 
Year. It would seem desirable to activate the expanded program within the 
limits of the above-increased funds during this vear, and then give further atten 
tion to the needs for such additional research as may be required in the develop 
ment of our budget estimates for fiscal vear 1957.” 

Mr. Peterson is writing to Senator Holland today giving him the above in 
formation. 

Sincerely yours, 
M. R. CLARKSON, Acting Administrator, 


MARKET NEWS SERVICE 
MARKET NEWS SERVICE ON RICE AND GRAIN IN MISSISSIPPI 


The financing of the Market News Service is based on criteria set forth in the 
approved program for development of the Market News Service. These criteria 
which are applied to each proposed service to determine the most equitable 
financing method are as follows: 

1. Services providing marketing data of national significance are placed in 
category I and should be financed wholly from Federal funds. 

2. Services providing marketing data of a broad regional significance are con 
sidered category IT and financing should be cooperative (Federal-State) ranging 
from a maximum of 75 percent to a minimum of 25 percent of either Federal or 
State funds. 

3. Services providing marketing data of local significance would be category 
III and financing would be a State or local responsibility. 

At the present time there is no rice or grain market news service in Mississippi 
Federal-State service on rice is provided in Arkansas, Texas, and Lousiana. 

A market news service on rice, soybeans, oats, and other grains in Mississippi 
would fall in category II, and therefore costs should be shared equally between 
the Federal Government and the State. In order for market news services on 
rice to be of maximum benefit the individual reporting services of Arkansas. 
Texas, and Louisiana, as well as Mississippi, should be integrated through the 
leased wire network. Present leased wire facilities permit the exchanging of 
only a brief summary of information among the States now covered. Also in 
order for the service to be most effective, the present service at New Orleans 
would have to be strengthened in order to provide a weekly report for the entire 
rice producing area of the South. 

The additional leased wire service mentioned above would be a category I item. 


MARKET NEWS SERVICE ON LIVESTOCK AT FORT SMITH, ARK. 


The financing of the market news service is based on criteria set forth in 
the approved program for development of the market news serviee. These 
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criteria Which are applied to each proposed service to determine the most 
equitable financing method are as follows: 

1. Services providing marketing data of national significance are placed in 
category Land should be financed wholly from Federal funds. 

» Services providing marketing data of a broad regional significance are 
considered category II and financing should be cooperative (Federal-State) 
ranging from a maximum of 75 percent to a minimum of 25 percent of either 
Federal or State funds. 

3. Services providing marketing data of local significance would be category 
III and financing would be a State or local responsibility. 

A service is now being provided on livestock at Fort Smith, Ark. It is financed 
entirely from State funds in accordance with the classification of this service 
as category III. The service was initiated on November 20, 1955, under an 
agreement between USDA and the States of Arkansas and Oklahoma. 

Inasmuch as the Fort Smith livestock market data influence a_ relatively 
small local area, financial responsibility for the service is that of the locality 
serviced and not of the Federal Government, 


MARKET NEWS SERVICE ON PECANS 


A limited reporting service on pecans has been provided each year since 
fiscal year 1951 during the heavy marketing season. This usually occurs between 
October 15 and January 15. No report was issued in 1955 because there was no 
pecan crop in that year. The service provided during 1951, 1952, and 1953 was 
on an informal basis and in connection with the pecan marketing agreement. 
In 1954 a formal market news agreement was entered into between the then 
Production and Marketing Administration and the Pecan Administrative Com- 
mittee functioning under marketing order No. 94. During these 4 years the 
report Was a Weekly issuance covering prices paid by growers and occasional 
sales by operators to truckers, wholesale dealers, and other large buyers. ‘The 
data were collected by the fruit and vegetable market reporter at Atlanta dail) 
hy telephone and mail. No travel was performed in this connection and con 
sequently the largest additional cost was for communications. The agreement 
provided that the Pecan Administrative Committee would reimburse the PMA 
for communication costs up to $700. However, response from dealers was ver) 
incomplete due to lack of personal contact by the market news reporter. This 
resulted in incomplete coverage and an inadequate service. 

The table inserted in both the 1955 and 1956 House hearings entitled “Recent 
and Pending Requests for Market News Service” carried an item for pecans 
The total estimated cost was $6,000 to be financed on a 50-50 basis by Federal 
and State. 

The service currently being proposed by the pecan growers is estimated to 
cost approximately $7,000 of which State sources would provide half. The 
report would service five Southeastern States from which pecans are marketed 
commercially—Alabama, Florida, Georgia, Mississippi, and South Carolina. 
These are the States under the Federal Marketing Agreement. This service 
would operate during the heavy marketing season—between October 15 and 
January 15—and would be provided by a reporter stationed in southwest Georgia 
With headquarters at either Albany or Thomasville. The reporter Would be in 
travel status most of the time for personal contacts on the markets and would 
make daily telephone calls to those places where personal contacts could not be 
made, 

The data would include shipping point information from the producing area 
and Atlanta market daily and at least twice a week would carry information 
on the Chicago and New York nut markets. The shipping point information 
Would consist largely of reported quantities sold, range of prices received and 
periodically, estimates of stocks on hand. The terminal market information 
would consist of range of prices for pecans as well as competitive nuts sold in 
Wholesale channels. 

The $7,000 estimate, by objects, is as follows : 

01 Personal services__-_-~-- me ai $2, 000 
02 Travel ee ae eee ; 2, 300 
4 Communication services_. sti 2, 200 
OS Supplies and materials__ , Snr es = 500 


Total ee _ ed eg 000 
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MEDITERRANEAN FRUITFLY 


STATEMENT OF PAUL G. ROGERS, CONGRESSMAN OF THE SIXTH DISTRICT OF 
FLORIDA, BEFORE THE APPROPRIATIONS COMMITTEE OF THE AGRICULTURE 
COMMITTEE OF THE HOUSE OF REPRESENTATIVES, MAY 7, 1956 


Gentlemen, I am grateful for the opportunity to bring to your attention the 
urgent need for an immediate emergency appropriation in an amount sufficient 
to eradicate and control the Mediterranean fruitfy in Florida. 

As has been testified before your committee, by the other Members of Con- 
gress and specialists in this field from Florida, and the United States Depart- 
ment of Agriculture, the reappearance of this fruitfly creates an emergency of 
extreme magnitude to the people of Florida, as well as the Sixth Congressional 
District which I represent. Now that it has been determined that there is 
an infestation in Broward County, some 20 miles north of the first discovered 
infestation in Dade County, I want to add my word of urging for an immediate 
appropriation to combat this infestation. I also wish to comment on the fine 
manner in which the Department of Agriculture and the State of Florida have 
cooperated together in attacking this infestation promptly and believe with 
the added appropriation now requested that we can be successful in localizing 
this infestation and eradicating it. 

Speedy action now can result in localizing the infestation as well as effect 
great savings if the Mediterranean fruitfly is not allowed to spread. Your 
consideration and action now will mean that this danger of spread of the 
Mediterranean fruitfly to the south one-third of the United States can be averted. 
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(‘OMMODITIES OFFERED FOR SALE ON COMPETITIVE Bip Basis, PERcEN? 
oF INVENTORY OFFERED AND SALES TO LARGEST OFFER, 1953-55 


(The following information was requested on p. 1455:) 


Commopity CrEp1It CorRPORATION 


Commodities offered for export sale on a competitive bid basis—Percent of inventory 
offered and percent of sales to largest offer, calendar years 19538, 1954, and 1955 


Calendar year 1953 


Commodity Unit of measure Percent of Percent 
Quantity of inventory Quantity sales to 
largest offer at time of sold largest 

offer offer 
Corn_. ; Bushels 
Peanuts Pounds ake 
Rice, broken_.- Hundredweight aha 


Wheat, light test weight and | Bushels 
soft red.‘ 


Honey--_- : Pounds_. ; 98, 185 2 98, 185 100 
Milk and butterfat: 
Butter____- MED s22 =. 
Cheese __. _do 
Milk, nonfat dry -- weG cs. <a . 
Whey: 
Dry. do 
Dry products_-- do. 
Condensed do 
Tung oil__- do 
Wool ‘ 5 MD asic 
Barley-_-_--- esl SA UMN cian 
Beans, dry edible: 
Baby lima.-- Hundredweight_ . 
Large lima-.-.-.---.--- = | 
Pinto_.-. sees ‘ 
PRO cise do ; ; : , 
Pea acted do.. 580, 457 41 580, 457 100 
Small red_-. 5 ee ‘ 5 = aa 
Red kidney. : do... jn 
Great Northern. -_-_- ele. si 
Cottonseed products 
Cottonseed oil: 
Crude__-- -s-s+.} Pounds... . J * 
Refined __.__-- : Ath 
Cottonseed meal.........|..-..do....- se . 
Cotton linters_- F ace . 
Flaxseed Bushels- 
Linseed oil-_-- ; Pounds_. “ 
Oats.- she : Bushels 
Olive oil S Pounds oie | 
Rye .--. Bushels_. é = 
Seeds, hay, and pasture 
Birdsfoot trefoil _...-| Pounds ties 
Buffalo alfalfa__........-|-. do ‘ 
Ladak alfalfa _- oneal do : be swa 
Grimm alfalfa ‘ - .do 
Northern alfalfa ___- ; do ” ‘ ‘ 
Fescue ___-- ise tthind = ARO J a = 
Seeds, winter cover crop 
Austrian winter peas do de ; 40, 335, 700 25 0 0 
Common vetch___. do ‘ 
Hairy vetch ies : ..do 
Sorghums, grain .... Hundredweight- 
Soybeans 7 — USO. dade oes 


See footnotes at end of table, p. 2092. 
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Commodities offered for export sale on a competitive bid basis—Percent of inven- 
tory offered and percent of sales to largest offer, calendar years 1953, 1954, and 
1955—Continued 


Calendar year 1954 


Commodity Unit of measure Percent of 
Quantity of inventory Quantity 
largest offer at time of sold 
offer 


Corn Bushels 
Peanuts Pounds 62, 068, 000 137, 040, 000 
Rice, broken Hundred weight 
Wheat, light test weight and | Bushels 
soft red. 
Ney Pounds 
ik and butterfat 
Butter é do 375, 000, 000 
Cheese do 
Milk, nonfat dry do 
W hey: 
Dry do 6 Indefinite 14, 862, 300 
Dry products do 
Condensed do 
} do 
i do 
ley Bushels. 2, 200, 000 5 4, 292, 620 
ns, dry edible: 
Baby lima.. Hundredweight 6 Indefinite 369 
Large lima- .. .do . 181, 049 196, 549 
Pint do 
Pink. .do 
Pea .do § Indefinite 5, 600 
Small red__-..-- ; .do-. i F ‘ 3 
Red kidney-.--.. .do : 58, 431 58, 431 
Great Northern -do_.. 
Cottonseed products: 
Cottonseed oil: 
Crude. Pounds. .... 20, 000, 000 114, 680, 970 
Refined... do 920, 000, 000 254, 446, 000 
Cottonseed meal do 
Cotton linters... do . 
Bushels- 6 Indefinite 9, 091, 449 
Pounds... ... 108, 600, 000 5 70, 900, 000 
Bushels § Indefinite 3, 585, 000 
Pounds . . 
Bushels j 6 Indefinite 2, 125, 000 


Ou 


. hay, and pasture: 
Birdsfoot trefoil Pounds 
Buffalo alfalfa do 
Ladak alfalfa do 
Grimm alfalfa . do 
Northern alfalfa. ; ..-.do 
Fescue__. do 
as, Winter cover crop: 

\ustrian winter peas_- --- do ip abies tite aie onwtas 
Common vetch do : .| ® Indefinite 100 14, 460, 000 
Hairy vetch ...do ht 10, 289, 000 33 0 

hums, grain Hundredweight. - 6 Indefinite 100 1, 696, 000 
vbeans___- aoe EE se cues di law's 





See footnotes at end of table, p. 2092. 


Fe aren eR ERE TERE ERE ET SFR ES 
3, 











2092 


Commodities offered for export sale on a competitive bid basis—Percent of inven- 


ory offered and percent of sales to largest offer, calendar years 1958, 1954, and 
1955—Continued 








| Calendar year 1955 
oS 
Commodity Unit of measure | | Percent of Percent 
| Quantity of | inventory | Quantity sales to 
| largest offer | attimeof | sold largest 
offer offer 
I ae ee ee ef | eee 2, 000, 000 | 0. 03 5, 097, 637 255 
PROOMEE. ... ots cess ee eee ee (1) | () 1) (1) 
Rice, broken ---------- .| Hundredweight.._| 2 Indefinite 2 100. 00 790, 860 3174 
Wheat, light test weight and | Bushels__.---_.--- | 3, 000, 000 . 03 10, 693, 174 356 
soft red. 
Honey o— al i ne ee Get dees 4 eee yee 
Milk and butterfat: 
ee —ntlhe ka ttnateaeee 10, 000, 000 | 4. 00 10, 000, 000 100 
RON eee ea 15, 000, 000 | 5.00 2, 189, 369 | 15 
ee I OT no A nnkcenaedane 10, 000, 000 45. 00 10, 698, 333 107 
Whey: | 
Ce RS ee eer ee 51, 271, 377 | 100. 00 51, 271, 377 100 
Dry products-_--_-_-- saree ion Scie isis mihi 1, 054, 100 100. 00 1, 054, 100 | 100 
Condensed - _--_--- Ledeen esa Si conan 4, 023, 411 | 100. 00 4, 023, 411 100 
NN Al ccc me ie ocd 3, 000, 000 9.00 | (7) | (7) 
gw ae Soe Se eee Beers we | 6, 225, 000 4. 00 (7) (7) 
Barley-.-- eee | RR 3, 250, 000 | 7. 00 67, 928, 885 2, 09 
Beans, dry edible: 
Baby lima___.---...-....| Hundredweight_..| ® Indefinite 100. 00 213, 616 Wy 
Large lima_------ A Ba nck anes pind ; ; : 
SE ; eniaseseda 500, 000 40. 00 134, 300 | 27 
ena mo AOD...0...<+<...) SIpgeGnite 100. 00 60, 665 | 2 
(ee SS cada saan a dias | 
ener Wn Sid coe eee es cams 6 Indefinite | 100. 00 306, 422 | 310 
moo Kigney......-..<.-<5 ag h MD nntcoseehakon ‘ oat | LS 
Great Northern_--_------ bog Reais ..--| ® Indefinite | 100. 00 45, 500 | 100 
Cottonseed products: 
Cottonseed oil: 
ted eta sats Pounds. - ---- : 15, 025, 887 | 100. 00 50, 834, 800 | 338 
OO: 6ccncc. ai a ee ea 49, 616, 000 19.00 | 282, 290, 600 | 46s 
Cottonseed meal-_---_---- oe ..| ® Indefinite 100.00 | 204, 400, 973 | 479 
Cotton linters-_--_-....-.-- -do..........-.-| ® Indefinite 100. 00 (7) | (7) 
0 Nr a Bushels_- iaascall 1, 000, 000 | 10. 00 | 1, 597, 972 | 160 
Re oy Fike on cccnc | SS oa oa 22, 400, 000 70.00 | 114,511,332 All 
ee |. ee eS =e aco) BGNNES....csicccc} . “S.008,000 | 7.00 | 17,890,961 | 716 
Olive oil____.....- so cicsictta tt RIN coe siacteiacenecil 365, 310 100. 00 | (7) (7) 
SOD ccc thee emacs Ms coats ncnats | 200, 000 12. 00 5, 480, 854 2, 740 
Seeds, hay, and pasture: | 
Birdsfoot trefoil. _.......| Pounds_-..._..--- 3, 950 | 00.2 Bans 0 
I SS es CSS aise 1, 222, 829 54 2, 210, 936 | 18] 
I cae ed 6 Indefinite 100 | 257, 757 | 3100 
Grimm alfalfa. _---__- R Baek “Seater 6 Indefinite 100 | 19, 892 | 5100 
ORI NIN oo cvnic'd linn acnecceenns 3, 726, 946 | 78 | 3,991,970 | 107 
Fescue - - . bes oD ss coast cave 3, 629, 077 14 | 0 | ) 
Seeds, winter cover crop: 
ee eae eaceatnabin anita lien cb eLGhiniaan laced. beens 
Common vetch.-.-__..-..|--.--do. Ree RE Nn eabueenadastoeset nine sana haee stk 
Sk). ae do 5 55S) se 2, 200, 000 | Ss 770, 000 | 
Sorghums, grain--.-_-_- _....| Hundredweight__- 2, 346, 400 11.00 | 20, 952, 501 893 
SS aes) Eee 3, 000, 000 44.00 | 4, 494, 116 | 150) 





1 Offered on monthly sales list but no inventories became available. 

2 Offerings were for entire inventory available of broken rice only. 

3 Where offering was for indefinite quantity, percent of sales to largest offer is on cost basis. 

4 Offerings were for light-test weight and soft red wheat only. Percent of inventory is to entire wheat 
inventory. Other wheat was sold for export under the International Wheat Agreement and outside tl 
agreement at less than domestic prices but not on a competitive bid basis. 

5 All bids originally received were rejected. A later bid for the purchase of grade A butter at 41 cent 
per pound was accepted. Subsequently, offer was made to sell at not less than 41 cents per pound for gradi 
A and not less than 39 cents for grade B butter. On the basis of these prices, CCC sold 1,414,351 pounds of 
butter at estimated purchase price of $806,000 for $557,662. 

6 Offer intended to include entire inventory available. 

7 Available either for export or domestic sale and CCC records do not reflect whether any was actual) 
exported. 
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